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JHC HOLDINGS LIMNTTED 


(formerly called J. H. CRANG & CO. LIMIT=SDO 


GROSS COMMISSIONS EARNED 
7-A (amended) 


\WaEx OF: GROSS COMM. BOUGHT SOLD 
Sept. 8-12, 1959 $ 58,972.84 $ 152.9% $- -0- 
Nov. 10-14, 1949 231,588.82 735.3% 200.28 
Jan. 12-16, 1970 75,126.33 500.21 68.55 
Mar. 9135, 1979 52,446.25 254.55 568.38 
May 11-15, 1970. ~° 34,062.41 1,127.76 231.10 
July 6-10, 1970 24,155.25 *96.83 210.65 
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liov. 9-135, 1970 35,545.40 225.93 343-65 
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May oh 1971 19,189.03 341.40 80.10 
duly 1 wt 1971 52,528.05 13.58 -165.51 
Sept. ae 1971 45,554.46 50.40 _ 158.83 
Nov. 12, 1971 29 826.49 -O- -O- F 
TOTALS ; $4,265.77 $2,523.87 
GRAND TOTAL $835,79%-40 $6,790.64 -08124:% 


(\ 


JHC HOLDINGS LEIS 


ies 
Kf f A 
) aed a Pd 
"ing OP oe Dee 
pe A Le OS \ ——". arta 
Fe V. McCANN-SrCReTary 


Is PA 


JHC HOLYINGS LIMITED 
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(formerly called J. H- CRANG & CO. LINITED) 


GROSS COMMISSIONS EARNED 
hc lea cen alain ttn Danan 


9-B (Substituted) 
AMOUNT 


WDD =>. 
of Dota OF . 
Socata natn 


Sept. 8-12, 1959 $ 998.95 


Nov. 10-14, 1959 1,205.03 
Jan. 12-16, 1970 672.00 
Mar. 9-13, 1970 1,109.39 
May 11-15, 1970 ; 1,793.36 
July 6-10, 1970 - £43.93 
Sept. 7-11, 1970 93.60 
Nov. 9-13, 1970 ' 1,138.13 
Jan. 11-15, 1971 -0- 

Mar. 8-12, 1971 760.93 
May 10-14, 1971 1,507.14 
July 12-16, 1971 ' 1,320.87 
Sept. 13-17, 1971 113.20 
Nov. 8-12, 1971 ~0~ 


$11,166.58 
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Ho 23 

A Avain, subject to us checking with the travel 
agent, I would think four times; four, five times. 

Q To the best of your recollection, were those 
trips in response to IOS affairs? 

A Oh, no. I never set up, or they never set up 
any meeting when to come to New York to discuss I0°. 
Ltd. We did discuss Trans-Global, or formerly ISM, in 


connection with my duties as a director. 


Q Did ISU have an office in New York? 


A No. These were always breakfast meetings. 
Q Where? 
A Mostly at the Carlyle. I think one was at 


the Resency; one might have beon that hotel just out- 
side thecpark, Pierre, is it? 

Q Do you know whether IOS or any of its manage- 
mont people maintained suitesin the year 1969 at the 
Carlyle or the Regency or the Pierre? 

A No. Simply by hearsay, I heard Bernie Corn- 
feld had a suite, but that was merely hearsay. 

Q Who told you that? 


A I think Gil Bennett told me. 


Q That is the attorney at Zimmerman & Winters? 
A That's correct. 
Q Do you know ‘other Ir. Cowett stayed at a 
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Howe 33 
Q When you say "we," did anybody accompany you-+- 
A We, Crang & Co., I am referring to the com- 
pany. 
Q (continuing)-- when you met Mr. Cowett? 
A I was alone. 


Q After the breakfast meeting, did you fly dir- 
ectly back to Canada? 

A I don't think so. I think I would have, while 
I was in New York, I would have called on some of the 
firms who we do American business with through their 
subsidiaries in Toronto. I have done that on occasion. 
That would be the main reason for me coming to New York. 

Q Who were those American companies? 

A Laidlow. And at various times, and I don't 
even know if this was in 1969, I would call on other 
American dealers, Morgan Stanley, to get a general feel 
of the market while I was down, and pay a visit; maybe 
returning exactly what they would do if they were in 
Toronto. 

Q Whom would you call at Morgan Stanley? 

A I just don't recall the man's name. It was 
one of the partners in charge of their foreign depart- 
ment. 


Q Whom would you call at Laidlow? 
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Howe 35 

has been any such testimor.y. 

A Again, I think what I did say, I said on occa- 
sion I come down the night before, and on occasion I 
come down in the morning. But I can't specifically re- 
member when. 

Q Did you generally call on Arthur Lipper & 
Company when you were down? ' 


A What do you mean by generally? Every time I 


came down, did I call on Arthur Lipper? Or in 1969 every 


time I came down, did I call on Arthur Lipper? No, I 
didn't. 
a) Sometimes did you call? 


A Yes, I did. 


Q On more than one occasion? 

A Yes; I would say twice. 

Q And whom would you see at Arthur Lipper? 

A Arthur Lipper, or most of the time he was out 


of town; he was out of town once, and I talked to Nancy 
Stewart, his secretary. 

Q Did you, Crang, in 1969, do business with 
Arthur Lipper? 

A Crang & Company didn't do any of the American 
business with anybody in the United States. No, we 


didn't do business with Arthur Lipper. 
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Howe 38 


through their subsidiaries or 2ffiliates in Canada, 
could give Canadian dealers. So we were trying to drum 
up business through their Canadian subsidiaries. 

Q Any other trips to New York that you can re- 


member, other than what you have testified to, in the 


year 1969? 

A To the best of my recollection, no. 

Q Whac is the business of Grace Canadian Securi- 
ties? 

A Grace Canadian Securities was a--not in 1969, 


I don't think, prior to that, was a broker/dealer in 
New York. 

Q And in 1969 what was its business? 

nh I think they were a broker/dealer for part 


of the year. 


Q What was Irving Grace's business? 

A He was a principal in Grace Canadian Securi- 
ties. 

Q Do you recall when you met with Mr. Grace in 


1969, what month? 

A February. 

Q When you visited New York in 1969, did you 
ever stay in an IOS suite in the Carlyle or the Regency? 


A No, I am sure I didn't. And I wasn't aware 
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i Excerpt Fem Denes stim & berteam P. Coles, Aken 
3 Coleman rn! 5./993 149 : 
- Q Were there any beneficial effects as a result 
‘3 of the IOS offering upon Drexel's domestic operations? 
4 A I don't think so. . 
5 <n. © Q What were the detrimental effects? 
6 _ Well, the detrimental effects were that when IOS 


7 got in serious difficulties and it was disclosed that the 
8 _application: proceeds of the issue had been used for - 


9 purposes other than as stated. in the prospectus, that I 


10 would think that Drexel's foreign securities business 

11 -diminished. - oi; “at 

12 Q ‘In fact, aid Drexel's foreign securities business 
13 diminish? <>. : rs OS id o3t : *Vasniacse. Ba 

14 foc. A Somes 

15 Q Did the. ~oS online: aiiaiiie have any effect upon 


16 other brokerage firms in the United States? *:: 


17 & MR. BUSCHMAN: Objection as to form. 
18 A I wouid. have no knowledge of thats -¢*© 
19 Q Did the IOS public offering have eny effect upon 


20 the participation by U.S. firms in foreign offerings? 


21 MR. BUSCHMAN:: Same objection; . roe 

22 A Again, I have no knowledge... :.. "2 um 

23 . Q Did the IOS public offering have any effect upon 
24 the ability of American companies to market their securities 


25 abroad? col owe 
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* The sale and management of mutuval funds provide the Company with its principal sources of revenue. The Company's 
g. owth, in large measure, has depended on and wf continue to depend on the effectiveness of the sales organization which 
+ arkets Company-managed mutual me: and r<iated financial products through individual client contact. Sales personnel 


ceive cash compensation on a comm ‘ion busis only and, when certain levels of sales 5 volume have been obtained, are 


¢..titled to purchase Preferred Shares under Tie IOS Stock shakteaae Plan. The sales es now tacietes more than 
- 13,00 representatives. : e ; ah : x 
eae 2a ew. gem aire Br 75s 


The largest ‘mutual funids ‘peanegel by the iemuaacns Fund of Funds, Limited (“FOF”), IIT, an Sarviltania 
Investment Trust (“IIT ")and IOS Venture Fund (International) N.V. (“Venture Fund International”)—are sold internationally 
“outside the United States. In recent years, the Company has pionezied the development of national mutual funds, such as 
Fonditalia (Italy) and Investors Fonds (West Germany), designed to meet tlocal investor needs within the framework of soon 
— and to take advantage of Jocal investment vihapeeosienes pi wD LRT | 


=~ a ges «~~ a5 Se T- 


To general, the Company has velite or nenamennie nee of the mutual funds which it sells iat manages, thereby 
assuring continuity of management and giving the Company the ability to revise management and other contractual arrange- 
ments between itself and the funds, subject in some instances to approval by governmental authority and, in some other 
instances, to approval by fund shareholders, : ‘ 


. ar ~~ ~ 


re 
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” ‘The Company's ieabing. real estate and insurance cibidiailes conduct some activities in their respective fields which are 
unrelated to mutual funds, but the services offered to thr -ublic by each of these subsidiaries are promoted p. ‘ncipally through 
the Company’s sales organization. In addition, the Company's banking and insurance subsidiaries derive a substantial part 
of ‘heir revenue through activitics which directly support, or are haniiid supported by, the mutual fund activities of the 
Company. 


The banking group offers customary European commercial banking services and, as is normally the case with banks, its 
revenues are principally generated by Iending deposited funds. The banking group also conducts investment banking activities 
which have recently included the underwriting of Eurodollar securities. A finance company subsidiary derives revenues from 
loans to finance the purchase and carrying of client investments in Company-managed mutual funds, as do some of the 
subsidiary ban!’s. Some members of the banking group derive a part of their revenues from the conversion of freely convertible 
currencies for the accounts of clients investing in Company-managed mutual funds and from normal soliciting dealer fees 
in various tender and exchange offers for securities held by such funds, Where permitted by law and relevant stock exchange 
regulations, members of the banking group participate in brokerage commissions from transactions by the mutual funds on 
securities exchanges outside the United States, but these diac Suan are not Seay wean in icemenah to the revenues 
of the banking group. ; oo ees pe 

Income from real estate activities has been principally earned in connection with “an of seotinniaion apartineain 
in various stages of construction, located in Spain and Florida, . - sperm sce om at 

Revenues from life insurance and related operations consist primarily of premiura 3 income » fteis ‘Dover Plan equity 
linked life insurance policies (where premiu- 1s are principally allocated to a portfolio of mutual funds and other securities 
managed by the Company) and premium income on program completion insurance which is marketed by the Company's 
sales organization as part of ten or fifteen-year periodic investment programs in shares of mutual funds. 


a - -- 


‘y activities of the Company’s principal operational groups have significant SEAS aa a which contribute 
substantially to the net income of the i hetles real estate and insurance ey. The percentage sontrivatten of each group 
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pUTUAL FUND MANAGEMENT : 

‘“" The Company provides management services to its mutual funds in three ways: 

j (a) through subsidiaries of Investors Overceas Services Management Limited (“IOS Management"), an approximately 

ee 77 %-owned subsidiary of the Company, the remaining shares of which are publicly held and listed on the 

Amsterdam, Luxembourg and Toronto Stock Exchanges, and traded in over-the-counter markets elsewhere in Europe?®; 


(b) through management subsidiaries of the Company which IOS Management has the right to acquire in the future, 
as described below; and - 


(c) through other subsidiaries of the Company. ; 

Under an agreement dated February 28, 1968 (the “Purchase Agreement”), IOS Management has the right, but is not 
required, to purchase from the Company all shares bencficially owned by the Company of any company managing any open- 
end mutual fund whose net assets are the equivalent of Cdn. $50,000,000 or more. This right may be exercised by IOS Manage- 
ment until February 28, 1978 and so long thereafter as the Service Agreement discussed below continues in force. The purchase 
price is payable by IOS Management in shares of its own capital stock. The number of such shares is determined on the basis 
of the then rate of per share earnings of 1OS Management in such a Way as to cause no dilution of such earnings. 

Under a further agreement dated February 28, 1968 (the “Service Agreement"), IOS bears all expenses incurred 
by IOS Management and its subsidiaries other than taxes, fees paid to any registrar, transfer agent, trustce or custodian of 
securities of IOS Management and funds managed by its subsidiaries, and any costs incurred by IOS Management for printing 
and distributing any periodic reports sent to shareholders. IOS has also agreed to provide the office space, accounting 
and administrative staff, equipment and statistical facilities required by the operating subsidiaries of IOS Management. In 
return, IOS Management pays IOS an annual fee of Cdn. $1,500,000 which is subject to renegotiation whenever a new : 
management subsidiary is acquired and is subject to a downward adjustment in the event that aggregate net assets of all 
mutual funds managed by IOS Management subsidiaries fall below Cdn. $600,000,000 or in the event that the net asset value 
of Regent Fund should drop below Cdn. $50,000,000. The aggregate net assets of such funds were Cdn. $1,694,494,000 as 


oi June 30, 1969. The Service Agreement continues until February 28, 1978 and thereafter from year to year unless terminated -— 
by either party on at least six months notice. ; , 


IOS Management owns the respective management companies which manage the following: FOF, IIT, Ventyre Fund 
International, Fonditalia, I.0.S. Regent Fund Ltd. (“Regent Fund”), Investors Fonds and Investment Properties International, 
Limited (“IPI”). 


IOS Management follows a policy of distributing substantially all of its net income in the form of cash dividends, and, ‘v. 
addition, has distributed a portion of its capital surplus. ' 


As set forthin connection with the discussion of each fund, mana 


of 1% per month of average total r-. assets (1/2 of 1% per annum) in the case of Regent Fund to 10% of quarterly net 


income and realized and unrealized cz pital gains, subject to a minimum monthly fee of 1/12th of 1°% of net assets (1% per 


e 
annum), in the case of Venture:Fund International. The Company also receives management fee income from certain 
proprietary funds for rendering investment advice to particular fund sub-accounts. 


The mutual funds pay the normal charges directly related to their investment pertfolios, principally brokerage commis- 
sions. A small portion of total brokerage commissions paid is received by bank subsidiaries of the Company as permitted by 
certain stock exchanges outside the United States. In addition, the funds pay the fees of their auditors, the costs of printing 
and distributing reports to shareholders, charges of transfer agents, registrars, trustees and custodians of portfolio securities, 
certain legal expenses and any taxes. The Company pays the remaining expenses of the funds which are principally admin- 
istrative in nature and include office space, administrative and accounting siaff, equipment and statistical facilities. In the case 


of funds managed by subsidiaries of IOS Management, IOS receives the fixed annual fee provided in the Service Agreement 
from IOS Management for these services, ' f 


Principles of Fund Management y ‘ 


The Company directly and indirectly manages the portfolios of the various mutual funds described belov’ This combina- 


tion of direct and indirect portfolio management is intended to secure for the Company's managed mutual f ~ broadest 
available spectrum of investment expertise. 


Direct portfolio management is centered in the Company’s- Geneva-based I 
presently consists of seven executives, six research analysts and supporting clerical and statistical personnel. At June 30, 
1969 these people managed approximately 60% of the assets of Company-managed mutual funds. 

Indirect portfolio management results from services rendered by approximately 30 sub-advisors, located in the United 
States, the Bahamas, the United Kingdom and Italy, who have been retained to render specific portfolio advice concerning 
Selected portions of the investment portfolios of FOF, The Fund of Funds Sterling Limited (“FOF Sterling”), . onditalia, 
Regent Fund, I.0.S, Venture Fund Ltd. (“Venture Fund”), Venture Fund International and the direct investment portion of 
The Equity Unit Account of The Dover Pian ("The Equity Unit Account"). Sub-advisors are compensated either on the 
basis of fees calculated as a fixed percentage of managed assets or on the basis of performance in respect of the 


(') At August 31, 1969, the 8,974,875 shares of IOS Management owned by the Company were carried on its books at $4,447,561, which 
represents approximate cost, 


(2) The management of IPI was assumed on July 21, 1969. Since IPI, which was organized under the laws of the Province of Ontario, Canada, 
in February 1965, is a non-mutual fund company and, accordingly, total net assets, which re a basis for management fees, will not increase from con- 
+f tinuous sales, the number of shares of capital stock issued by [OS Management to 10S was one-half the number provided for by the Purchase 

wa Agreernent for the purchase of mutual fund management companies. vers ea : 
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managed assets, or both. Some sub-advisors receive brokerage commissions in connection with orders placed through them. 
The sub-advisors are selected by the Company's Investment Management Division, in certain cases on the basis of recommen- 
dations by outside consultants, and their services are subject to continuing evaluation. All sub-advisors are retained on 
contracts terminable on short notice by either party. Since January I, 1969, five sub-advisors have been terminated and 11 
sub-advisors have been added. ' ; 
Since its 1967 settlement with the United States Securities and Exchange Commission (“SEC”) (discussed under 
“Government Regulation”), the Company has been building its inchouse portfolio management staff. In particular, the 
Company has increased its efforts to attract United States portfolio managers to Geneva and it hopes ultimately to developa 
complete internal portfolio management capability. : 
Portfolio transactions of the managed funds are frequently effected at the suggestion of the Investment Management 
Division and the retained sub-advisors, at customary and usual commission rates, through recognized securities brokers and 
dealers who provide research or other assistance for the benefit of the managed funds. Other portfolio executions are directed 
solely on the basis of the quality of execution. Such brokers and dealers include a number of the underwriters in this offering. 
Funds Managed by the Company : : 
The table below presents certain historical information concerning the open-end mutual funds distributed and managed 
by the Company: ; . 


December 34, : Avgust 31, 
1964 1965 1966 1967 1968 1969 


———_ 


$119,668 $339,000 $522,741 $868,329 $1,507,044 $1,821,754 
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Total Net Assets of Mutual Funds under Management? 
(000) 


Fund (year organized or acquired) ‘ 
The Fund of Funds, Limited (1962) Shs , ek . 
Total (000)__ $111,318 $316,827 $426,239 $617,799 $ 797,203 $ 676,164 


ee eee ee 14.20 18.06 - 4741 24.13 26.93 21.74 
LIT, an International Investment Trust (1962) s ¥ 

Total (000) ._ $ 8,067 $ 17,773 S$ 74,098 $185,505 $ 474,026 $ 623,195 © 

Per Share... asics Nea nae IREED 4.64 6.47 6.70 8.92 10.21 8.76 
10S Venture Fund (International) N.Y. (1969) i 

OE EES — eee _ —: $ 137,198 

Oe eee oo — i -- -- 9.36 
Fondit2\a (1967) . a, - 6 ‘ 

Total (000) ———________— -- —- io ‘ -- ~$ $7,031 --S -126,593 -;: 

Per Share____.-- —__->________— _ > i-7'- _ 11.21 11.50 - .. 
The Equity Unit Account of The Dover Plan’ (1963) ‘ é 

Total (000) ———___— $ 1,668 $ 8,973 $ 23,622 $ 48,250 $ 110,453 $ 114,842 

a ee 14.20 17.40 16.81 22.91 32.27 ° 24.74 
1.0.S. Regent Fund Ltd. (1963) ; 

Total (000)... ae $ 1,997 $ 7,320 $ 25,343 $ 62,780 $ 70,700 

Per Share... SE cactsae ace 6.47 7.61 au: Os 11.47 - 9.81 
Investors Fonds (1968) . ‘ oi j re 

Total (000)___ _- a : — 3% a $ 13,539° $ 49,458 

Per Share__..____$__—________—---—= ome SE _— —- an a 5.78 5.94 
The Fund of Funds Sterling Limited (1965) ‘ . 

Total (O00). ee saccnmanaaes —_- $ 2,403 $ 15,084 $ 27,316 $ 41,700 $ 36,044¢ 

Per Share.___-__—__— — | 40 : . 238 3.75 -. 5.0 4.30 _ 
1.0.S. Venture Fund Ltd. (1968) ; Rey carte he ; tks 

Total (000)__EE _— > => feiee dome a ed $ 29,225 

RS atiacrerseerecicnmmmmnnmmnes: fh. SEB Tie esi Citta oh am : +422 
LV.M. Invest N.V. (“ITWM"’) (1969) 2 : = 

Total (000) i acsenacncenclinaiesane — — 4 os ae oo $ 1,271 

Per Share SS ~— r _—- -- a : 3.07 
Svenska Internationella Investmentfonden ; Pe Ss : ’ Ag 

(“Interfond")* (1969) re z- 

Total (000) -- cod _ —_ _ $ 874 

Per Share... ————————— _ - - _—- _- | 9,13 - 
Rothschild-Expansion® (1969) : ; : +. a 


t Ae 


(1) Total net assets under management are less than the sum of the net assets of the separate funds listed because a portion of the net assets 
The Equity Unit Account and [VM are invested in other Company-managed funds. . 

@) Includes approximately $139,000,000 of securities and other investments which are not ready marketable. 

©) Tne Eauity Unit Account is not a mutual fund, but consists of assets under the management of the Company. At August 31, 1969, 
approximatcly 27% of these assets were invested in FOF Sterling and approximately 4% in FOF and Venture Fund International. 

(4) Total assets include $31,314.000 heid by the Company for The Equity Unit Accomnt. ; Ba 

(5) Agreements have been concluded between Investment Planering AB and the Company pursuant to which the Company will provide invest- 
ment advice, sales support and technical assistance in the management, administration and sale of Interfond. oe : 

(6) An agreement for technical cooperation was concluded in June 1969 between Banque Rothschild and the Company for the administration, 
tales and portfolio management (with respect to United States securities) of Rothschild-Expansion, a French mutual fund-like organizauon established 
in July 1969. ’ ; ‘ } : . ; *5 
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The Company's sales organization also distributes shares of unaffiliated United States mutual funds, but these funds are no ; 
longer actively sponsored by the Company and sales of such shares do not contribute materially to commission income. 

The open-end funds managed by the Company follow an investment policy of secking capital appreciation. For this 
reason the funds declare no dividends except in the case of Investors Fonds where dividends are declared and reinvested. 

The investment policies of Company-managed funds prohibit the funds from investing in securities of IOS or IOS 
Management. 

The funds are audited semi-annually by independent public accountants, except for Regent Fund and Venture Fund which 
are audited annually. Investors holding fund shares directly or through The 10S Investment Program are sent such audited 
financial statements annually or semi-annually and unaudited reports for the other fiscal quarters of the funds’ operations. 
The Fund of Funds, Limited — ; . 

FOF, an open-end mutual fund, was incorporated on August 9, 1962 under the laws of the Province of Ontario, Canada. 
FOF is designed to provide long-term growth of capital. Separate portfolios of securities are manaced by sub-advisors most 
of whom are largely compensated on the basis of their comparative performances. The Fund’s assets are principally invested 
in securities of United States and Canadian companies. Pursuant to an agreement effcctive January I, 1968, FOF Manage- 
ment Company Limited (“FOF Management”), a wholly-owned subsidiary of JOS Management, manages FOF for 1/24th ° 
of 1% per month (1/2 of 1% per annum) of the monthly average net assets of the Fund. The agrcement will expire unless 
annually renewed by a resolution passed by a majority of the votes cast at a meeting of the holders of the outstanding voting 
shares of the Fund. IOS Management is the holder of 65%, and IOS is the holder of 35%, of the voting shares of FOF. 

FOF is sold under The IOS Investment Program, but is no longer actively promoted in The Federal Republic of Germany 
(“Germany”). See “Government Regulation”. FOF is not sold in Italy or Canada. In the United Kingdom, FOF is only 
sold through securities dealers. ee 

The following table sets forth certain statistical information concerning FO" for the last two years and for the six months 
ended June 30, 1969: ; 


End of Period During Period 


Unpaid amovnts Face amount Face amount 
Net asset Total of capita of investment of investment Total 
value per eccumulation programs —_ programs fully cash Cash 
share ’ invested ? 


12/31/67 $24.13 $617,799,000 $741,572,G00 $382,209,000  $157,878,000 $159,742,000 $132,951,00C $26,791,000 
12/31/68 26.93 797,203,000 809,212,000 323,602,000 125,465,000 207,751,000 113,099,000 34,652,000 


Six iy fs 
months : . : 
ended ‘ 
6/30/69 21.82 676,102,000 797,730,000 120,380,000 71,398,000 95,505,000 60,548,000 34,957,000 


(1) Includes CAPS and CAPINS but excludes letters of intent. 

(2) Represents original program amounts and excludes fluctuations in prograrn values. 

(3) Reflects amounts credited to investors’ accounts after deduction of sales commissions and administrative charges. 

(4) At June 30, 1969, $296,066,000, representing 28.8% of the unpaid amounts of capital accumulation programs were considered behind their 
payment schedule. An account is considered behind schedule: (a) when the first 12 months’ payments have not been completed, if the client has 
not made a payment for three months and is more than three months behind in his scheduled payments and (b) when the first 12 months’ or more 
payments have been completed, if the client has not made a payment for six months and is more than six months behind in his scheduled paynients, 


At June 30, 1969 approximately 89% of the net assets of FOF was invested in F.O.F. Proprietary Funds Ltd. (“FOF 
Prop”’), its wholly-owned investment company subsidiary, 5% in United States mutual funds and the remainder in cash or 
its equivalent. FOF Prop is a non-resident Canadian corporation formed on October 16, 1962 and presently consists of - 
20 proprietary fund accounts. At June 30, 1969, the total net assets in such accounts were $599,520,000. Approximately 
1% was invested in commodities and commodity contracts, 2% in real estate (now represented by shares of IPI) and 5% in 
natural resources. The Company receives a fee of 1%% of each investment by FOF in FOF Prop. The Company also acts as © 
portfolio advisor for each account. Pursuant to separate investment advisory agrcements with FOF Prop, the Company is 
entitled to receive investment advisory fees on a calendar quarter basis equal to-(i) 10% of the net realized and unrealized 
securities gains on the investments maintained in the particular proprietary fund account, plus (ii) 10% of the interest, 
dividends, and other income (excluding income generated from stock Joan transactions) earned in respect of said account, 
less (iii) 10% of the expenses (other than taxes in the case of one account) attributable to the operation of said account. . 
In the event that there is a net realized and unrealized securities loss for such account, such loss is carried forward for the | 
next seven calendar quarters and no advisory fees on securities gains are paid until the loss carried forward has been offset 
by subsequent securities gains. At present loss carry forwards exist. 

The Company has appointed sub-advisors to render investment advice for 14 of the 20 proprietary fund accounts. Out 
of the Company's fees, the sub-advisors receive a yearly performance fee on the basis of outperforming FOF or, in some 
cases, the New York Stock Exchange Composite Common Stock Index. 'n certain cases, they also receive minimum fixed 
fees based on average net value of managed assets or specified cash amounts. Subject to minimum fee arrangements, the fees 
received by the sub-advisors generally cannot exceed 509% of the fees received by the Company from FOF Prop in ret pect 
of the particular accounts the sub-advisors respectively advise. dee art 
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to the sub-advisors and the net amount retained by the Company for 1968 and the first six months of 1969. 


Year ended Six months ended 
' December 31, 1968 June 30, 1969 
Gross fees paid to the Company.____._______ be $8,431,000 $864,000 © 
Fees paid to the sub-advisors and other expenses..._.________. ‘nina iiaed 3,554,000 635,000 
Net fees retained by the Company pes Sap Ceaser iaceegee Reese Siege Seta 4,877,000 229,000 


In addition, beginning in 1967, FOF Prop developed a procedure whereby its portfolio securities were made available 
for Joan to member firms of recognized stock exchanges. This service permits such firms to cover deliveries for customers 
who have sold securities but have not presented them for delivery by the settlement date and to lend securities to customers 
making short sales. Each loan was collateralized by a deposit of cash equal to the market value of the securities loaned at 
the time of the loan, adjusted from time to time to conform to market changes. Gross interest income amounting to $2,847,000 
was earned throuch December 31, 1968 by FOF Prop from short-term investment of the cash collateral. FOF Prop paid 
the Company $645,000 for advice and recommendations in connection with stock loan activities. By agreement dated 
January 1, 1969, FOF Prop made its portfolio securities available to Financial Institutions Management N.V. (“FIM”), 
-a wholly-owned subsidiary of the Company, so that FIM might conduct a stock loan business for its own account on the same 
basis as previously conducted. . As compensation for the above, FIM has agreed to pay FOF Prop a yearly fee equal to the 
greater of (i) 4.0594 per annum of the average outstanding value of FOF Prop securities loaned by FIM, computed on a 
beginning and end of month basis, or (ii) 54% of the prime interest rate in effect at The Bank of New York in New York 
City on the average outstanding value of securities loaned by FIM, computed on a beginning and end of month basis. For 
the six month period ended June 30, 1969, FIM earned $1,458,000 in net interest income from lending FOF Prop securities, 
of which a net amcunt of $860,000 was accrued for fees payable to FOF Prop. 


IT, an International Investment Trust 

JIT is an open-end mutual fund, organized in December 1960 as a unit investment trust under the laws of Luxembourg, 
which came under the Company's management in 1962. The portfolio of IIT is diversified among securities of companies 
operating in various countries. Management has freedom to switch investment emphasis from country to country in order 


panies in the United States, Japan, Holland and the United Kingdom. 1.I.T. Management Company S.A. (“IIT Management”), 
a wholly-owned subsidiary of IOS Management, manages IIT for a fee equal to 1/12th of 1% per month (1% per annum) of 
IIT’s net assets. The relationship between IIT Management and IIT is specified in regulations, promulgated pursuant to the 
Jaws of Luxembourg, which provide that any amendments must be proposed by IIT Management. 

In the United Kingdom, IIT is sold only through securities dealers. Elsewhere, IIT is sold under The IOS Investment 
Program. It is not sold in Italy or Canada. : % : 

The following table sets forth certain statistical information concerning IIT for the last two years and for the six months 
ended June 30, 1969: 


End of Period During Period 
Unpaid amounts Face amount Face amount 
Net asset Total of capital of investment of investment Total Net 

Year value per net accumulation programs progranis fully cash Cash cash 

ended share assets programs! solid * redeemed ** invested *® redemptions to fund 
12/31/67 $ 8.92 $185,505,000 $286,079,000 $299,476,000 $25,698,000 $ 98,315,000 $21,724,000  % 77,091,000 
12/31/68 10.21 474,026,000 « 680,414,000 695,641,000 39,656,000 277,831,000 36,633,000 241,198,000 

Six 
months 

ended 

6/30/69 8.99 $93,091,000 981,876,000' 568,966,000 35,575,000 221,055,000 31,388,000 189,667,000 


() Includes CAPS and CAPINS but excludes letters of intent. 

(2) Represents original program amounts and excludes fluctuations in program values. Ie ? 

(3) Reficcts amounts credited to investors’ accounts alter deduction of sales commissions and administrative charges. . 

(4) At June 30, 1969, $113.376,000, representing 11.5% of the unpaid amounts of capital accumulation programs were considered behind their 
payment schedule. Sec note (4) to the FOF statistical table for the definition of “ocnind schedule”. 

JOS Venture Fund (International) N.V. 

Venture Fund International is an open-end mutual fund organized in the Netherlands Antilles in February 1969. Venture 
Fund International follows a policy of concentrating investments in securities of a limited number of industries and of a limited 
number of firms within industries. Its management is prepared to take more than ordinary risks where such risks appear 
reasonable in an attempt to achieve more than ordinary capital appreciation. The Fund’s assets are principally invested in 
securities of companies in the United States. 

Venture Management Company Limited (“Venture Management”), a wholly-owned subsidiary of IOS Management, 
manages Venture Fund International under an agreement dated March 4, 1969 for a fixed fee equal to 1/12th of 1% per month 
(1% per annum) of the net assets of the Fund and a quarterly incentive fee equal to the amount, if any, by which 10% of all 


to benefit from growth opportunities in particular countries. The Fund’s assets are principally invested in securities of com. . 


The following table shows the gross advisory fees paid by FOF Prop to the Company, the amount paid by the Company 


\ 


a | 
Investment Banking 


Investors Bank Luxembourg, S.A. (“Investors Bank") was organized under Luxembourg law in March 1963 and is fully 
qualified as a bank under Luxembourg law. Although it does engage in commercial banking activities to a limited extent, 
its principal activities are the public underwriting and private placement of Eurodollar securities issues’. The participation 
of Investors Bank in underwritings is frequently preceded by a determination of the Company's Investment Management 
Division that particular securities available in underwritings are desired for portfolios of Company-managed funds. Company- 
managed funds have been the principal customers of Investors Bank in its underwriting activities. Net income of Investors 
Bank for the year ended December 31, 1968 was $66,000 and for the six months ended June 30, 1969 was $58,000. At that 
date the bank’s net worth was $440,000. . 

Investors Overseas Bank Limited was organized under Bahamian law in November 1968 and is licensed as a private 
bank under Bahamian law. In accordance with the terms of its license, IOB engages in a variety of investment banking 
activities. During the first six months of 1969, IOB has participated (usually with Investors Bank as co-underwriter) in various 
Eurodollar securities underwritings (commissions of $261,000); acted as investment banker in arranging a number of private 
placements primarily purchased by Company-managed mutual funds (fees of $200,000); received soliciting dealer fees in 
tender and exchange offers accepted by Company-managed funds (fees of $959,000); and, as an approved registered overseas 
representative of a member firm of The Stock Exchange, London, shared in customary brokerage commissions arising from 
transactions of certain Company-managed mutual funds on The Stock Exchange, London ($89,000). Net income of JOB _ 
for the six months ended June 30, 1969 was $1,672,000 and its net worth at June 30, 1969 was $2,172,000. 

Other Financial Activities 

Financial Institutions Management N.V. arranges stock loan transactions involving securities made available to it by 
FOF Prop. See “Business—The Fund of Funds, Limited”. Net income of FIM for the six months ended June 30, 1969 
was $598,000. * 

10S Acceptance Company Limited (“Acceptance”) is engaged in the business of making collateralized loans to Company 
clients to enable them to purchase and carry investments in Company-managed mutual funds. These collateralized loans, 
in the aggregate amount of $31,519,000 as of June 30, 1969, are rediscounted, with recourse, with ODB and unaffiliated banks 
{including Banque Rothschild) on a revolving credit basis. This service is performed by Acceptance largely as an accommoda- 
tion for Company clients. For the first six months of 1969, Acceptance operated at a loss. 


REAL ESTATE 
All of the real estate and related activities of the Company are conducted by subsidiaries of IOS Real Estate Holdings 

Limited (“Real Estate Holdings”), a wholly-owned subsidiary of IOS, organized under English law in March 1969. Net 

income for the six months ended June 30, 1969 was $777,000, compared with $870,000 for the comparable period in 1968. 


Promotion and Sales * 

The Company’s promotional and sales operations in the real estate area are conducted through Investors Development - 
Corporation Limited (“Indevco”), organized under Bahamian law in February 1964, which is engaged in the location, 
creation, advertising, promotion, development and sales of real estate projects. Indevco has ten trained real estate specialists, 
who work in close association with the Company’s sales organization in selling the real estate products offered by the 
Company. To date, these products have been in the form of condominium apartments, houses and parcels of land which 
have been sold through the Company's sules force almost entirely outside of the United States, primarily to non-United 
States persons, and have been marketed to non-United States persons principally as investments. 

Sales and commission income from the sale of condominium apartments at Playamar in Torremolinos, Spain, and The 
Hemispheres in Hallandale, Florida, and interest income constitute Indevco’s principal sources of revenue. 

Playamar is located on the Costa del Sol and when completed will consist of 21 fifteen-story buildings, containing a total 
of 973 apartments, two clubs, swimming pools and related facilities. Indevco started selling the apartments in 1966 and has 
exercised substantial control in overall project development. At June 30, 1969, nine of the 21 buildings had been completed; 
315 of the 973 apartments were occupied or available for occupancy and 840 out of 877 apartments available for sale had 
been sold by Indevco. The apartments ranged in price from $20,600 to $47,100. 

The Hemispheres is located in Hallandale, Florida (between Miami Beach and Hollywood) and when completed will 
consist of 1,295 condominium apartments located in three 23-story buildings and one 19-story building, with a beach club, 
marina and other attendant facilities. At June 30, 1969, the four buildings were in the process of construction, and 1,024 
(©) Among the offcrings managed by Investors Bank were a $30,000,000 public issue and a $10,000,000 private placement of Eurodollar obligations 
guaranteed by Commonwealth United Corporation (“Commonwealth”). These offerings occurred in the first quarter of 1969. Asa result of 
subsequent events, Commonwealth found itself in an illiquid position in early August 1969. The Company caused IPI to make a fully socured 

_ $4,500,000 short term loan to Commonwealth at a 14% per annum interest rate. At the same time, six persons designated by the Company were 
retained by Commonwealth on a temporary basis to assist it in reorganizing its finances and in securing new management personnel, The Company 
believes Commonwealth to have assets worth substantially in cxcess of its obligations. The Company has no intention of establishing or maintaining 
control of Commonwealth oc of acquiring any of its assets, 
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apartments had been sold by Indevco. The apartments sangt in price from $15,400 to $77,000 and are scheduled for occupancy 
in the spring of 1970. 

’ To date, Indevco has been able to sell apartments successfully in the projects it has marketed prior to their completion and 
in some cases at very early stages of construction. For this reason, and because of the relatively long construction period in 
Spain during which sales could be concentrated, cash received from customers was sufficient to cover construction costs at 
Playamar without outside financing. An analogous Situation is developing with The Hemispheres, but it is anticipated that 
some financing will be received from IPI, the parent company of the developer of The Hemispheres, due to the shorter con- 
struction period in the United States. ’ 


In both of these projects, the Company conceived and created the product marketed. The cost of the location of sites, . 
and advertising, rental, marketing and promotional expenses are borne by Indevco out of its sales and commission income. 


Indevco realized net income of 12.9% of sale price of the units sold in the Playamar project. A similar margin is budgeted 
for The Hemispheres. 

In addition, Indevco processes purchase applications and acts as collection agent for the developer. The several methods 
of payment made available to the clients are: 

(a) Full cash payment at time of order, which entitles the purchaser to a discount; 

(b) Three-payment plan: 1/3rd payable at time of order, the other 2/3rds at two equal intervals during construction; and 

(c) Systematic payment plan: a down payment at time of order with the balance amortized over a specified number of 

years, presently at 83% interest to Indevco, not exceeding seven years in Spain and ten years in Florida, : 

Of total sales of The Hemispheres apartments to June 30, 1969, 3.3% of the apartments were paid for in cash, 43% under 
the three-payment plan and 53.7% under the ten-year payment plan; in the Playamar project, 12.2% of total sales were for 
cash, 62.9°% under the three-payment plan and 24.9% under the seven-year payment plan. e 

Indevco does not have any equity interest in any of the projects that it has marketed. Indevco’s real estate marketing 
activities have been undertaken in conjunction with the ownership investment activities of IPi (whose initial real property 
investments were formerly held by the Real Estate Growth Fund account of FOF Prop). IPI owns a minority interest in the 
developer of Playamar, and the entire equity interest in the developer of The Hemispheres. It is anticipated that this relation- 
ship will continue, although the interest of IPI in future developments may be as a joint venturer with other investors. Presently, 
projects for condominium apartments for the retired in Hamburg and Munich are in preparation as well as another condomin- 
ium project in Florida. 


Management and Resale 

Since the apartments are sold principally as investments to absentee owners, subsidiaries of Real Estate Holdings offer - 
to manage the apartments for the owners for a fee equal to 10% of the rent received. 

In Spain, Property Management S.A. and Property Management Limited have contracted with nearly all apartment 
holders to provide resale, rental and maintenance services for the apartments at Playamar. To facilitate the provision of these 

ervices, Real Estate Holdings has entered into a management agreement with a major European property management 

organization. Indevco Management Corporation, N.V. makes similar facilities available in Florida. Indevco will also act 
as agent for the owner in case of resale at a commission of 10% of the gross resale price. The Company presently anticipates 
that its future projects outside the United States will be managed by independent management organizations. 


Engineering and Construction as 
Real Estate Holdings has recently established a wholly-owned subsidiary, IOS Engineering and Construction Company - 
Limited, to supervise, under contract with the owner, the construction of the various real estate products marketed by. 
Indeveo, or owned and constructed by IPI or its affiliates. Currently, the new subsidiary is supervising the construction of 
an office building in Kenya, on behalf of The Equity Unit Account, and providing advisory services on the construction at 
Piayamar, The Hemispheres and the apartments for the retired in Germany. 


Investment Propertics International, Limited ' 
On June 20, 1969, the Company marketed IPI, its first investment company product which was nota vehicle for investment - 
in marketable securities. IPI received $100,000,000 in net proceeds. Of this offering, approximatcly 84% was distributed 
through the Company's sales organization, 6% was sold through a banking group headed by IOB and Investors Bank, and the -- 
remaining 10% represented the consideration (in shares of IPI) received by the Real Estate Growth Fund account of FOF Prop * 
for the sale of the real property previously held by it. Each share entitled the holder thereof to a stock purchase warrant, - 
which may be exercised from January 2, 1971 through.December 31, 1974. If fully exercised, the warrants will result in- 
additional equity to IPI, ranging from $108,108,000 to $156,757,000, depending on the date of exercise. IPI contemplates 
financing acquisitions or improvements of real estate in part through borrowings, primarily conventional real estate mortgages. - 
IPI is an Ontario (Canada) corporation which at July 31, 1969, had 8% of its assets invested in various properties located 
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in the United States, 3% in propertics outside the United States, and the remaining 89% in cash and short term money market 
obligations. IPI intends to invest a substantial portion of its assets in the acquisition and construction of deluxe hotels through- 
| out the free world. To facilitate these plans, the Company is working with a major United States hotel organization. It is 
planned that 11 will provide construction capital and that the hotel organization will manage the completed hotels. 

IPI is managed by IPI Management Company Limited (“IPI Management”), a wholly-owned subsidiary of IOS Manage- 
ment. For managing IPI, IPI Management will receive a fixed fee equal to 1/24th of 1% per month (1/2 of 1% per annum) 
of the net amount of invested capital plus proceeds from debentures, if any, of IPI and an incentive fee paid semi-annually 
equal to the total of 10% per annum of (i) all net realized gains on the sale of capital assets other than securities, (ii) all net 
realized and unrealized securities fains, (iii) all net interest and dividend income and (iv) the tax-free cash flow to IPI available 
for distribution to shareholders by reason of operation of real properties or mortgage refinancings. No incentive fee will be 
paid with respect to net realized or unrealized securities or capital gains during any semi-annual period until all previous net 
realized and unrealized securities or capital losses have been fully offset. The incentive portion is paid to Real Estate Holdings 
in lieu of IOS receiving an increase in the service fee paid to it by IOS Management under the Service Agreement discussed 
above. See “Mutual Fund Management”. Neither IPI Management nor any of its affiliates will charge any real estate broker- 
age fees to IPI, and IPI Management will use its best efforts to keep to an absolute minimum real estate brokerage fees which 
might otherwise be payable by IPI to third persons in connection with the acquisition or disposition of properties. However, 
to the extent that the price paid by IPI or procecds received by IPE may not be adversely affected, IPI Management or its 
affiliates may share in usual and customary real estate brokerage fees paid by persons selling properties to or acquiring 
properties from IPI. 
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INSURANCE 

JOS Insurance Holdings Ltd. (“Insurance Holdings’’), organized.under Canadian Law in November 1956, is a 78 %-owned 
subsidiary of IOS and conducts through its subsidiaries all life insurance and reinsurance activities of the Company. Net 
income from insurance operations for the six month period ended June 30, 1969 was $1,062,000, as compared to $822,000 
for the comparable period in 1968. 

The insurance operations of the Company are principally osainion through two subsidiaries: 

The International Life Insurance Company (U.K.) Limited (“ILI-UK”’), and 
The International Life Insurance Company, S.A. (“ILI-LUX”). ; 

JLI-UK's principal business is issuing The Dover Equity Plan Policy. The Dover Plan is a ten-year life insurance policy -  * 
under which the amount payable is partially dependent on the value of a portfolio of equity investments managed by the 
Company and called The Equity Unit Account. The investment portion of the premiums is allocated to The Equity Unit 
Account as indicated under “*Business—The Equity Unit Account of The Dover Plan”. Equity linked annuities and pension 
plans are also offered. In addition, ILI-UK offers whole life, group life and endowment life insurance policies, but the premium 
income from such policies has not contributed materially to ILI-UK’s net income. 

ILI-UK issues The Dover Plan and its other policies principally to residents of the United Kingdom although sales are 
actively promoted in other countries in the sterling area where permitted by local law. Sales are made through the Company's _ 
sales organization. 

The premium for a Dover Plan Policy varies according to the age of the insured, the wilted of payment and other 
factors. The portion allocated to The Equity Unit Account is fixed and the balance represents charges to cover sales com- 
missions, administrative charges and reserves. The acquisition charges on allocations to The Equity Unit Account of Dover 
Plan Policies vary from 8.98% of total premiums for a $1,200 policy to $% for a $960,000 policy. 

As in the case of The IOS Investment Program, it is in the policy holder’s interest to continue payment of his premiums 
since a substantial portion of premiums in the first year constitutes sales commissions and administrative charges. These are - 
substantially reduced as a percentage of premiums in subsequent years. The following table assumes a man 37 years old and 
is illustrative: 

’ Ist Year 2nd Year 3rd-10th Years 
Investment in The Equity Unit Account..»_E_E 45.3% 81.2% 84.7% 
Amount allocated to reserves for life cover i 8.9 8.9 8.9 
Sales commissions and administrative charges_____. _. 45.8 9.9 6.4 


100.0% 100.0% 100.0% 

After the first annual premium has been paid and unless the policy holder has otherwise requested, any renewal premium 
which remains unpaid for 31 days from its due date is automatically paid by applying an equal cash value from the Equity 
Units allocated to his policy. Asa result a policy does not — while there is a sufficient oy unit value to cover any overdue 
premium. ; ; ; 
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While regulatory restrictions vary widcly from country to country, tie above described types of regulations are those 
which represent the most substantial limitations on the flexibility of operations of the Company's mutual fund business. The 
operations and carnings of the Company may be allected from time to time by the limitations imposed by present and future 
regulatory restrictions. 


Since the mutual funds managed by the Compuny are not distributed in the United States, they are not subject to United 
States regulations governing mutual funds which sell their shares in that country, except to the extent provided in the Order 
of the United States Securities and Exchange Commission (the “Ord er”) referred to below. 


Insurance 

The operation of an insurance company and the distribution of insurance policies are highly regulated activities. All of 
the Company's operating insurance subsidiaries are subject to varied regulation by appropriate governmental authorities in 
the jurisdiction of organization. The distribution of insurance policies is also affected in the countries where sold by the 
availability, under local exchange control regulations, of currency convertible into the currency of the policy as issued to 
pay the premium, and by restrictions or licensing requirements on the sale of insurance policies by foreign companies. 


ILI-UK is itself a resident of the sterling area and can therefore receive premium payments not only from residents of - 
the United Kingdom, but also from residents of other sterling area countries which do not impose restrictions on sterling 
movements within the sterling area. In addition, ILI-UK accepts premium payments from some countries in the sterling 
area which impose such restrictions and in these cases the premiums are invested locally. ILI-UK is also qualified to issue 
life policies in certain other countries of the sterling area which permit such policies to be issued by companies qualified in 
the United Kingdom. 


~ 


ILI-LUX can generally accept premium payments for CAPINS free of exchange control in any country where The 
IOS Investment Program can be offered against direct payment in a freely convertible currency. In some countries, the 
Company utilizes its sales force to distribute CAPINS programs with coverage provided by local issuers or term policies of 


-Jocal issuers under arrangements by which all or part of the risk (or other equivalent risks) is reinsured with one of the 


Company’s insurance subsidiaries. Germany is a significant country where such arrangements are in force. 


To overcome the restrictions imposed on the distribution of policies of foreign insurance companies, the Company has 
recently begun the organization and development of J- +! life insurance companies. [VM Insurance, a fully licensed Dutch 
insurance company, was organized in 1968 as the firs. .hese. This is a program analogous to national fund development 
in the mutual fund operations of the Company and is expected to continue at an accelerated rate in the future. 


Banking 

Like insurance, banking is a regulated industry. All of the Company's bank subsidiaries are subject to the supervision 
and regulation of the relevant governmental agencies in the country of organization or where branch offices are maintained. 
Various licensing and similar restrictions impose limitations on the geographical scope or, in some cases, the sehotanng 
character, of the banking business which may be conducted by the Company’s subsidiary banks. 


ODB may conduct any business of a banking character at its offices in Switzerland and its branch in Luxembourg. The 
London branch of ODB is entitled to carry on a full banking business, except that under current restrictions it is anne in 
the purposes for which it may make loans to private customers. 


Orbis is fully licensed to conduct business as a bank in Germany. Probanca is not restricted as to the character of the 
banking business it may conduct, but its activities are limited in geographical scope to the regions of Italy where existing agencies 
are located. Investors Bank is licensed to conduct any banking business in Luxembourg. 


IOB is licensed under Bahamian law only to conduct investment banking activities. The Company does not intend to 
attempt to expand the scope of that license or the activities of IOB. Overseas Development Bank (Bahamas) Limited and 
Overseas Development Bank (Sterling) Limited have recently begun operations under a preliminary license which restricts 
them from conducting a banking business with the general public. As the personnel and other facilities of those banks are 
increased, the Company believes that full banking licenses will be obtained. 


United States Securities Business 
In May 1965, the SEC instituted a private investigation of the affairs and activities of the Company. In the following 
months the SEC requested, and the Company supplied, catensive documents and exhibits, setting forth detailed information 
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concerning the affairs and activities of the Company. However, in the course of i's private investigation, the SEC demanded 
that the Company provide to the SEC a full listing of ° ve * sin FOF and JIT, together with a detailing of their individual . 
accounts. The Company refused to comply with such. -m. .., contending that the SEC lacked jurisdiction as to the sales 
of securities occurring wholly outside the United States ax contending further that the Company was precluded from giving 
such information by applicable laws requiring that such information be kept in the strictest confidence, as well as by the 
custom of most countries wherein the Company had sold such securities. 


In December 1965, the Company brought suit against the SEC in the United States District Court for the District of 
Puerto Rico, alleging a lack of jurisdiction on the part of the SEC and seeking a Declaratory Judgment that the Company be 
permitted to withdraw from registration as a broker-dealer under the United States Securities Exchange Act of 1934. (Such 
registration had been effected by the Company “under protest” in 1960.) In addition, a preliminary injunction was sought . 
against any continuation of the SEC’s private investigation until a final determination of the issues was made by the Court. 


In February 1966, the SEC issued an order for public hearings. In such order allegations were made concerning violations 
of provisions of the United States Securities Exchange Act of 1934 and the Investment Company Act of 1940 by 
the Company and six associated individuais. The public hearings called for a presentation of evidence concerning such alleged 
violations and a determination as to whether a revocation of the Company’s broker-dealer registration was “in the public 
interest”. The preliminary injunction requested by the Company against the SEC was denied by the Federal District Court and 
an appeal from such denial was filed with the United States Court of Appeals for the First Circuit. While such appeal was pending, 
before any trial of the issues involved in the suit by the Company against the SEC and before any public hearings were held 
pursuant to the SEC order, and after months of protracted negotiations and discussions between the Company's representatives 
and the staff of the SEC, the Company submitted an Offer of Settlement to the SEC and on May 23, 1967 the SEC issued 
the Order accepting the Company's Offer of Settlement. 


The Order contained no findings ~. fact or findings of violations of Jaw. Pursuant to the Order: (a) the Company was- 
permitted to withdraw its registration as a broker-dealer; (b) the Company agreed that it would not engage thereafter in the 
offer or sale of securities to United States citizens or residents, wherever located, with the exception of officers, directors 
and persons associated with the Company on a full time basis; (c) the Company disposed of its entire interest in IPC, a United 
States mutual fund management and sales company, on a basis acceptable to the SEC; (d) the Company agrced to refrain from 
future activities falling within tie jurisdiction of the SEC; (e) the Company agreed to cause the future investments of FOF in 


Supplement to Prospectus 


: On September 23, 1969 the United States Securities and Exchange Commission (“SEC”) issued a series of orders attempt- 
ing to hold a number of management companies and brokerage firms liable for channeling brokerage commissions back to 
mutual fund managements. including an order directing that a public hearing be held before an examiner of the SEC involving 
proceedings against IOS, Bernard Cornfeld, Edward M. Cowett, Investors Planning Corporation (‘‘IPC’’) and two officers of 
IPC, one of whom, Robert Sutner, is also a director of LOS. The order alleges various violations of laws administered by 
the SEC based primarily on the alleged improper retention by IPC of “give-ups” in respect of brokerage commissions paid by . . 
four mutual funds (only one of which was required to be registered with the SEC) in connection with their portfolio trans- ; 
actions. A wholly owned subsidiary of IPC acted as investment advisor of the mutual funds. It is alleged that disclosure of 
such give-ups was not made to the shareholders of the funds. The total amount of the give-ups so retained by IPC and not 
paid to the funds involved was approximately $1,600,000. In the opinion of Messrs. Willkie Farr & Gallagher, counsel to 
IOS, no violations of then existing law were involved and this proceeding, even if lost, will not result in any material adverse 
financial consequences to IOS and its subsidiaries. ore © 


Exchange), consented to the issuance of a court order enjoining sales of unregistered shares in the United States. 


TAXATION 


The statements made under this heading with respect to the liabilities of the Company for income taxes and dividend , 
withholding taxes are based on the opinions of counsel to the Company as follows: as to the laws of Canada, Zimmerman ~ 
Winters, Worley, Grant, Hugo, Paddon & Bennett, Toronto, Canada; as to the laws of the United States, Willkie Farr & 
Gallagher, New York, New York, United States; as to the laws of the United Kingdom, Freshfields, London, England; as to 
the laws of France, Bernard Gorny, Paris, France; as to the laws of Luxembourg, Dupong et Konsbruck, Luxembourg; as 
to the laws of Switzerland, Poncet & Turrettini, Geneva, Switzerland; as to the laws of Germany, Dr. Klaus Kécke, 
Disseldorf, Germany; as to the laws of Italy, Studio Chiomenti, Rome, Italy; and as to the laws of Spain, José Armero | 
Alcantara, Madrid, Spain. 


Due to careful tax planning and the nature of their businesses, since inception IOS and its subsidiaries have paid taxes. 
at a relatively low overall rate. As indicated below certaix, companies pay no taxes or comparatively low taxes while other 
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THE COMPANY 
Ifistory of the Company’s Business 


hye Sa ° hes . tha ” = ° z , 

The business now carried on by 1.0.S., Ltd. (the Company ) was founded in Paris, France in Mites 
by Mr. Bernard Corafeld and at that time consisted of the distribution in Europe of shares of - everal United 
Szates mutual funds. In 1958, the executive offices of the business were me cd to Geneva, Swi 
On April 30, 1960, the business was transferred to 1.0.S., Ltd. (S.A.) (the “Predecessor Company’, 

. - . = a e oe 
Panamanian company all che shares of which were then owned by Mr. Cornfeld. In the Lrief span af} 
¢ : ' : > ote Mb cee one e 
years the Company has expanded to the extent that the Company and its over SO subsidiaries (Tite los 
Group") now employ more than 3,000 executive and administrative personnel and retain more than Moka) 
sales associates to service their more than 750,000 mutual fund investors, real estate clients, bank custo: 
and insurance policy holders. 


téerlind, 


Neers 


In 1961, the Predecessor Company sponsored its first mutual fund, a unit investment trust known as 
I1T designed to accommodate an international clientele. A year later, a second mutual fund named The 
Fund of Funds, Limited was incorporated by the Predecessor Company for the purpose of investing sulely 
insecurities of other mutual funds and mutual fund management companies. In 1963, the Predecessor 
Company assumed control and management of Regent Fund Ltd., then a small Canadian mutual fused. 
Since 1963, the Predecessor Company has sponsored seven new mutual funds, with the result that at August 
31, 1969, the Company's business included the management of the investments and the distribution of the 
shares of ten mutual funds whose net assets totalled 31,845,021,000. 


In 1962, the Predecessor Company entered the insurance field with the incorporation of The Inter. 
national Life Insurance Company S.A., a company whose principal purpose was the issue of life insurance 
insuring the completion of mutual fund share purchase programs sold by the Predecessor Company. ‘The 
foilowing year, The International Life Insurance Company (U.K.) Limited was formed to ofter The Dover 
Plan, an equity-linked term life insurance policy, and to carry on a general life insurance business. In lues, 

-. The International Reinsurance Company Limited was incorporated for the purpose of providing re-iiisuranvce 
facilities to the other insurance subsidiaries of the Predecessor Company. At June 30, 1969, the insurance 
branch of the Comipaiy’s business had policies in force in the amount of $1,122,939,000. 


mary 
In 1964, the Predecessor Company commenced its banking operations with the purchase of 75° of 
the shares of Overseas Development Bank, then a small Swiss bank. During the period from 1961 to the 
present, eleven other banks or financial subsidiaries were established or acquired. At June 30, Lit, the 
assets of Overseas Development Bank (now a wholly-owned subsidiary) totalled 385,224,000 and the 
aggregate assets of the banking branch of the Company's business amounted to 3150,235,000. 


In 1966, the Predecessor Company, through Investors Development Corporation Limited, commenced 
the cevelopment, promotion and distribution of real estate. Since 1966, Investors Developinent Corporation 
Limited, either directly or through subsidiaries, has promoted and sold large condominium apartment com- 
plexes located in Spain.and Florida and has initiated a program for the development and sale of other real 

estate projects in Florida and German 


Pursuant to a written agreement of exchange dated June 20, 1969, the Company purchased all the assets 


/ 


(except for $216,250 cash) of the Predecessor Company at book value for a consideration consisting of | 


6,118,695 shares of the Company and the assumption by the Company of all Habilities of the Prederessor 
Compa. Subsequent co June 20, 1969 and prior to the date hereof, all of the 6,118,695 shares of the Coin 
pany issu:. to the Predecessor Company as aforesaid were distributed by the Predecessor Company to its 
shareholders. As a result of this distribution and the issue of various supplementary letters patent to the 
Company (particulars of which are set out immediately below under the heading “Corporate Details of the 
Company’’), all of the issued and outstanding shares of the Company consisting of 13,674,150 preferred siares 
of the par value of 25¢ (United States currency) each and 5,392,000 comnion shares of the par value of 24¢ 
(United ‘tates currency) each ar2 held by persons who were sharcholders of the Predece-<or Company. 64 
the said 43,67" 156 preferred shaves, 35,778,092 are subject to the restrictions of Tire LOS Stock Option las. 
devails of whic:. are set out under the heading “The IOS Stock Option Plan” on page 24 of this prospects 
The net tangible asset value per share of the Company after the issue by the Company of 5,600,000 comes 
shares as described under the heading “Other Offerings” will be $2.21. 


All dollar figures herein, unless otherwise indiccted, are in Conadian Detzrs. 


Six Manths 


Year Ended December 31 


Endeat Ju: eu 


Pn en 8 ct 
1964 196. 1966 1967 196S 1G oes - 
Management and sale of mutual funds and related income* 97% 95% $1% 413% 52% ae pas 
EER. Meeps rere Pane ee eee eee Tere Le tee ~- 16 3 29 ee t . ° 
ReAV ESRB. Sogics cor aer ci cteenensweneees ee eeree — - (4) 21 12 rr z 
PRGA ae 50a 606s cans ene ven ste tener eedees etO-4 _3 3 7 6 7 1 ; 
WOE M sii ngs sc ccndixesibvsesoies sees» 100% = 100% = 100% ~=— 100% )=— 00%, tw, Te: 


*Excludes activities of Investors Planning Corporation. Sce Note 5 of Notes to Consolidated Financial Statements On parce 46 
hereof. , 
MUTUAL FUND SALES 

Investors Overseas Services Limited, a wholly-owned subsidiary of the Company, is responsible fur 
the sale, through more than 13,000 sales managers, supervisors and associates in over 180 regional sie. 
administrative and information offices, of shares of mutual funds and equity-linked life insurance policies. 
Sales grov ch has been concentrated in shares and insurance policies issued by mutual funds and insuranee¢ 
companies managed by the Company. Sales volume of Company-managed products and mutual funds. 
sales volume of shares of mutual funds managed by others and total sales volume of mutual funds and 
equity-linked life insurance tor each of the past five years and the first six months of 196S and 1969 were as 
follows: 


Face Amount 
(rounded to the nearest hundred thousand dollars) 


1OS-managed 


products Other products | Total 
2 LORE iiss copes $ 255,200,009; $ 62,600,000 |S 317,800,000 
MOG Ov aaiereaicemicen 581,700,000 77,900,000 659,600,000 
AGGGs viet sae a 1,092,109,000 | 60,300,000 | 1,152,400,000 
BO Fir kage ewes 919,600,000 | 268,641,600 | 1,15S,241,000 
Ist6m, aths196S.. $12,800,000 | 24,400,€00 $37,200,000 
FEORciins,, Sheet 1,468,S00,000 291,757,090 | 1,760,557,000 


1st6months1969.. | 1,363,200,000 36,305,000 | 1,399,505,000 


The sales personnel of The IOS Group are self employed associates remunerated solely on a commission 
basis. Advancement i$ on a basis of personal performance and the performance of associates under supervision. 
Asa result, all sales associates are concerned with recruitmentand training of new associates for the sales org.- 
nization. The growth of the sales organization of The 10S Group is illustrated by the following rable: 


Number of 
Number of Number of sales Total sales 
As of managers supervisors asscciates personnel 


so 212 1,732 2,294 

176 > 3,280 4,276 

270 1,500 4,600 6,370 

621 1,157 5,637 7,415 

930 1,597 6,536 9,063 

June D0, 2008-5 ons. ds os: se Ae 1,176 2,241 9,850 13,267 


Sales of mutual fund shares and equity-linked life insurance policies are largely effected through The 

4 . . . . ao . ° . Ti.e 

IOS Investment Program, a computer-oriented custodial! bookkeeping service offering investors tre 
opportunity to make their purchases under one of the following three types of Programs: 


Fully Paid Program—a lump sum investment. 


Capital Accumulation Program (“‘CAP")—a 10 or 15-year Program for monthly investments. 
All dollar figures herein, unless otherwise indicated, are in Canadian Doliars. 
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t, the Company 
net proceeds from the management fee paid by the SICAV. The Company 1 iM also actively 
io the public fa France and will undertake sales in French overseas territories and countric 


of Management activities in France. Pursuant to this a; 


the French france zone. 


oO date, the three fund operations last mentioned above have not been niarcria! to the operation of 


F.0.¥. Proprietary Funds Ltd. (°F OF Prop’) is “2 wholly-owned subsidiary of FOF. At June 30, 
op. The assets of FOF Prop are 
gcd by one of six whelly-owned Bahamian sub- 
sof the Company. Pursuant to separate investment advisory a 


1959 approximately S9S% of the net assets of FOF were invested in FOF Pr 


divided into seventeen fund accounts, each of which is mx 


greenients with FOF Prop, each of 


tes receives investment advisory fees on a calendar quarter basis bascé on the investment 
the particular fund account. In respect of thirteen of the fund accounts, the nianagin 


ve appointed unafiiliated sub-advisors to reader investment advice to such su bsidiaries. 
The following table shows for 1968 and the first six months of 1969 the gross advisory fees paid by 


FOF Prop to the Company, the amount paid by the Company to the sub-advisors and the net amount 


Year ended Six monxihs ended 
December 31, 1956S June 20, 1959 


3,00 $93-+,000 
C90 687,009 
009 247,000 
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h Financial Institution Management x. Vv. 


, per annum of the average outstanding balances of the securities loaned by FIM, computed 


(ii) 54% of the prime rate of interest prevailing at The Bank of New York in the City of New York 
rage outstanding balances of securities loaned by FIM, computed on a month-end basis. 


S 
or the six month saat ended June 30, 1969, FIM received $1,576,000 in gross interest income from 
leading FOF Prop securit f which $930,000 was <davondl hes fees payable to FOF Prop. 


COMMIERCIAL AND INVESTMENT BANKING 
10S Financial Moldings Limited (‘Financial [oldings’’), acompany incorporated on March 29, 
1965S, is a wholly-owned subsidiary of the Company and acts as a helding company through which the 
Company's commercial and investment banking opcratiens are conducted. With the ex i ank 
which acts as custodian to a Company-managed iund (pursuant to lo 
banks do not make loans to or accept deposits irom Co:mpany-managed 
manazement companies. At sane 30, 1969, Financt: 

S15 5° : , S35 
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All dollar figures herein, unless otherwise t 
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arranging a number of private placements; received soliciting dealer fees in tender 
and exchange otfers accepted by Company-managed funds; and, as an 


$3 an approved overseas representative 
1. 


of a Louden Stock Exchange member firm, shared in customary broke rage comnissions arising from trans- 
actions of certain Conmpany-managed mutual funds on The Stock Exchan ige, London. 


IOS Acceptance Company Limited engages in the financi tie Of iar 
sponsored mutual funds and th 


n loans for owners of sharcs of 


tated banks. On June 30, 1969 
These collateralized loans are rediscounted with 


ere ileceeee. r thercof with various un 


Financial Insti 


{ution Se N.V. is engaged in arrz aging an nd servicing stock lean trans- 
actions with secur 


rities owned by FOF Prop. Parti¢ulares of these transactions are set out on page 13 hereof. ‘ 


REAL ESTATE SALES AND MANACEMENT 


All the real estate and related activities of the Company are conducted by subsidiaries of IOS Real 
Estate Holdinygs Limited (Real Estate Holdings’’), a wholly-owned subsidi: ary of the Company. 


Prowotional ci:d Sales Activity 


The Company's real estate promotional and sales operations are conducted through Investors Devel- 
opmien ¢ Corpor ation Limited (“*Indeveo’’), which is engaged in the location, creation, advertising, sales 
promotion, development and sales of real estate projects. Indevco has trained a group of real estate specialists 
who work in close association with the Company’s sales organization in selli ng the real estate products offered 
by the Company. 


To date, these products have been in the form of condominium apartments, houses and 


parcels of land which have been sold through the agile s sales force almost entirely outside of the 
jnited States, primarily to non-United States persons, and have been marketed principally as investments. 
Indevco’s principal source of revenue h 


f 1as been LEA derived from the sale of condominium 
apartments in Playamar in Torremolinos, Spain, and in The Hemispheres in Hallandale, Florida> 
eee? is located on the Costa del Sol and when completed will consist of 21 fifteen storey bui Idings, 
Lining a total of 87S i haa two clubs, swimming pools and relatodl facilities. Indevco started 
sella ag the apartments in 1966 and exercised substantial control in overall project development. At June 
30, 1969, nine of the 2 ildings had been completed; 315 of the 973 apartments were occupied or available “ 


} 
for occupancy and S10 apartments out of a total of 877 apartments available for sale had been sold by 
Indevco. 


Be iag Hemispheres is ee ——? 21 pentane; bina and w idoge pheasste ase ed will co sss of 1,295 condo- 


1 024 4 apartm 


To date, dee co has been stile to is apartments ar in the projects it aes marketed prior to 
4 ie pte team and i 


d in some cases at very early stages of construction. For this reason, and because of the 
ively long construction period in Spain during which sales could be concentrated, cash received from 
customers was sufficient to cover construction costs without outside financing. An analogous situation is 
developing with The Hemispheres, but it is anticipated that some financing will be received from Investment 3 


Properties International, Limited, the parent company of the ceveeee: of The Hemispheres, due to the 
shorter construction period in the United States. 


rel 


In both of these projects, the Company conceived and created the product marketed. The cost of the Ps 


ein 


] , rental, marketing and promotional expenses are borne by Indevco out of 


location of sites, and advertising 
its sales commissions. 
In ee Pia laya 


mar project, Indevco realized net income of 12.9% of the sale price of the units sold. 
From The Hemisp 


ispheres Mia the Company’s net income is projected to be in the same percentage range. 


Se eine a estate marketing activities bik been undertaken in conjun 


unction with the ownership 
investment ee es of Investment Properties International, Limited (whose initial real property invest- 


ments were formerly held by the Real Estate Growth Fund account of FOF Pron). It is anticipated that 


this relationship vill cc tinue, although the interest of Investment Properties International, Limited in 
future developments may be as a joint venturer with other investors. Current y 


» projects for condominium 


All dollar figures herein, unless otherwise indiccted, cre in Cancdicn Dollars. 
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: DEVELOPMENT AND ‘PANSION PLOCRAS 
The continuing policy of The 1OS Group is the slopment of existing financi 


VICES LO ILS Customers 
and the addition of other related or complement winesses. Currently, withia 


cutual fund sales sane 
management, com mercial and investment ba: real estate sales and manag i and life insurance 
nities of the Group, the followiny progran being pursued: 
Planning of national ritual fun.’ wtcally designed for the countrics hich they are te be 
sold. National farids are plannee vor Australia, France, the United Kinedora and South Ameriva: 
ialized investinent companies. Investment Properties International, Litnizod 
don sate 20, 1969 as part of this development program, is designed to take advantus 
situations in income procucing real estate. An IOS natural resources fund is alee in 
ospect; 
The provision of investment manageinent services to institutional, pension fund and other eee 


investment portfolios. The first of such programs has been initiated with the formation of 4 
company in England; 

Expansion of the Group's insurance and banking activities, which has already resulted in the forn:- 
ation of “}.V.M." (De Internationale Verzekering Maatschappij) N.V. (Holland), the acquisition 
ofa 33365, interest in the Swiss General Insurance Company (Australia) and the acquisition oi 
Banca Provinciale di Depositi e Sconti S.p.A. (Italy); and 

Development and sale of new real estate projects. The frst, planned for the near future, is a con- 
dominium community of 175 acres called “The Waterways” to be developed on a joint-venture 
basis in Florida. Th 1€ Se econd consis sts of the devclopment of two 450-unit retirement communities 
in Hamburg and Munich, Germany. The third is the coordination of a joint-venture arrangement 


with a major United Sentes hotel management firm with respect to hotel projects outside the con- 


tinental United States 


IOS Development Company Limited (**IJOS Developmeni’’) is responsible for implementing this 
owth-oriented policy of The IOS a and is also responsible for investigating and establishing new lines 
activities. In he present management and personnel of IOS Devel pment organized Fonditalia, 

sonnet to be the e firs :tu esig nee Bees to meet the legal and econanste requirements for mass 
th ana agement, the investment manager for Fonditalia, was 
opment. In Noveinber of 1968, IOS Development sold all the shares of 

anagement. 


ement of IOS Development also established Investors Fonds and Investors Fors 
KAG (described on ouge 11 hereof). In addition, Sterling Management (described on page 12 hereof) asd 
IVM Management (described on page 12 hereof) are wholly-owned subsidiaries of IOS Development. 


‘ THE I0S FOUNDATION 


The IOS Foundation, supported by The IOS Group, its employees and associates, is dedicated to the 
development of humanitarian projects throughout the world. 

Projects receiving IOS Foundation support have ranged from a village for emotionally disturbed childres: 
in Canada to a home for the handicapped in Malta; from literacy campaigns in Iran and Italy to a school fur 
retarded children in South America and an institute for the deaf in Africa; from a center for the children ot 
working mothers in Bolivia to a school for the children of Karen tribesmen in a remote mountain region ot 
northern Thailand. 


The Company intends to continue its previous policy of making contributions to the [OS Foundatio:. 


OTHER ACTIVITIES OF THE 10S CROUP 


In aeerae to its business operations described above, the Company is also engaged i in the publication of 
an English language weekly newspaper in Geneva anda iy tg business magazine, the publication and sule 
of an investment advisory Service to private subscribers and the eo pe at and operation of a wide variety 
of computer prograins. In addition, a corporation has been pues ished to engage in business related to the 


communications field. To date, none of these activitics has.gignificantly contributed to operating results, 
All doller figures herein, unless otherwise indicated, are in Canadian Dollars. 
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Coleman 


A It would have beon in--weil, 


had to do with the 20S public offering was in, I wouid 


say, March and April 1969, when he was sent together with 


Mr. Browning to Geneva to make a study of company. 


Q tho is Mr. Bzowning? 

A Mr. Browning was a vice president of Drexel, 
Harriman. ’ 

Q What areas did he speciclize in, if any? 

A Corporate finance. 


under Mr. Senne? 


about on the same relative level as Mer. 


He was a vice president, a lawyer, formerly assocl- 
ated with Sullivan & Cromvoll. 
he 


also in New 


Q Who decided that Mx. Sonne and Mr. Browning chould 
go to Geneva in March or April 1969? 
A I think 


that decision was meade 


Berry and wyself. 


Q Where did you make that decisicn? 

A In the United States. 

Q In New York ox Philadelphia? 

A I don't renember. 

Q Did you consult with anyowe else before making 
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committce. 
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Q Where did the 


6 A The executive 
anu one week in Philadelphia 
which place it was. 


9 | 


t was probably discus 


executive commit 


* é 
- 


d by the exccut 


ad aie 
ee we 
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‘1. 
ate 


in New Yo 


Q Do you recall being present at the executive 
| 

10 committce meeting in which sending Mr. Rrowning and Er. 
| Ss 

11 ' Sonne to. Geneva was discusced? 

12 A I don't specifically recall it, but I pzebably 

, 

13 Was. 
f . 

14 | Q Do you recall what was said at that mecting? 
| 

16 | Q Do you recall whether any other personnel was 

17 suggested to acccmpany them? , 

18 A Not for this preliminary investigation. 


Did any 


other personnel accompeny them? 


20 | A I don't bolicve so. 
HI 
21 | Q Who informed Mr. Browning that he was to go to 
I 
22 h Geneva? 
| 


A 


I don't romember. 


who informed Mr. Sonne? 


I don'i member. 
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Coleman 


A 


It would have been either Berry or mycelf. 


* 


43 Q And they would have bean inforaed in New York, 


5 Mr. Sonn2 and Nr. Browning? 


A 


Yes. 


Q And they would have left fcom New York to Coneva? | 


| | 
§ } A Pi mably. 
| 
9 \ Q Now, prior to the mezger of Drexel with | 
i i 
10 ; Harriman & Ji-ley, had Drexel been lead underwriter in any | 
| | 
i! 
11 ; major under. slnyse 
i 
oa A Yes. 


| 

| 

Q App'toxinately how many? | 
| 

| 


14 i A Ys can't tell you, but many, many 
| 
| 
1! e > 1 
15 jj C w after the merger of Drexel with Narriman, | 
i | 
f ' ; | 
‘6 4 Ripic,. .« ~2 ecubined firm the lead undezyriter in any 


| 
17 i public offexing? 
' 


18 | A A substantial number. 
i9 | Q Wee Drexel, Harsiman & Ripley the lead underwriter 


20 | in any offering of Ancrican securitics ebxend prior to the 


} . 

21 | 40S offering? 

{ A American securities abroad? 
' 


| 
23 | Q Yes. 


A Well, I can't remember the dates, but we aid 


ae | manags Euredollar issues for Deere & Conpany and for 
«J 
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Howe 
What was the second meeting? 

A Well, between the time of the meeting I just 
mentioned and the next meeting, there were several---when 
I say "several," perhaps tiro telephone conversations 
with Edward Cowett in connectien with the concept of 
ISO going public. 

Q Did you place the calls or did Mr. Cowett 
place the calls? 

A I think I would have placed the calls. 

Q Where did you place them to? 

A Geneva. 

Q Your phone records would indicate thet; is 

correct ? 

A Yes. 

Q Now let's stick with meetinzs. When was the 
second meeting that you attended outside of Canada? 


A Sometime towards the end of April I was in New 


York on other business: I ran into ir. Cowett at, to 


the best of my recollection it was Arthur Lipper's of-~ 


fice. I had breakfast with him the following morning 


at the Carlyle Hotel. 


The principal reasen for that meeting was not 


to discuss the IOS underwriting, but it was in connec-~ 


tion with ISM, if I can phrase it that way, or 


————————————————E———————————— 
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12 
Trans-Global, the secondary, to discuss the upcoming 
dividend payment, quarterly dividend. 
During the conversation we naturally discussed 
again the concept of IOS, Ltd. going public. 


And the reeson I say concent, is that up until 


that point, I had been led to believe that it was the in- 


tention to aliow the subsidiaries of IOS, itd. to go 


public, as in fact one of them had, Trans-Global. And 


this was a complete change--eround of abandoning that 


eours* and letting the parent go public right away. 


We discussed at that time the general concept 
of ‘he underwriting, because we thought 1¢ wes a very 
ex "ng company. I urged him to give consideration to 
Crang & Company doing a Canadian underwriting. As I 
recall, I even tried to get the whole underwriting. 

And I recall Cowett saying, well, of course 
we weren't big enough, and we were strictly Canadian, 
and this would be a world-wide underwriting. 

To my knovledge, that is pretty well all that 
took place at that meeting. The main thing was that we 
urged him to allow us to take a portion of the under- 
writing, and do a Canadian underwriting. 

Q Who else was present at that meeting? 


A Just myself. 
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Howe 
Just yourself and Mr. Cowett? 
In Mr. Lipper's office? 
No, it was at the Carlyle Hotel. 

Q At Mr. Lipper'’s office who was present? 

A When I met Mr. Cowett Arthur Lipper was there, “*% 
and there were people coming in and out; they were en- 
gaged in other discussions. 

Q Who participated in your meetines with Mr. 
Cowett? 

A At the Carlyle Hotel, just myself. 

Q At frthur Lipper's office. 

A There was no meeting at Arthur Lipner's office. 

Q But in your conversation with Mr. Cowett, was 
there any other person who participated in that conver- 
sation? 

A No. The conversation concerning the IOS, - 

Ltd. underwriting only took place at the breakfast 
meeting at the Carlyle Hotel, and there was only myself 


present. 


Q How did you happen to be in Arthur Lipper's 


A 


office that day? 

A I have known Arthur Lipper ever since 1967, 
and anytime I was in New York, I dropped in to say 
hello to him; always do. 
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Murphy 4 
behalf of Shearman & Sterling or on behaif of clients 
of Shearman * Sterling in the preparation of material 
for a public offering of securities? 
A Yes. 
Q Are you the senior partner at Shearman & 
Sterling in the ficld securities regulation? 
A Well, i am not the senicr partner of the firm. 
My senior partner is Fred Eaton, and I suppose that he 
is the senior pavtner in securities matters. 
Q Did you participate in the 10S public offe 
HR. SCHWARTZ: I object to the form of 
the question. 
MR. KING: ZI do, too. 
Q Did there come a time when you were asked by 
Drexel Harriman Ripley to represent it and other under- 


writers in connection with a public offering of IOS 


ing 
securities? 
MR. SCHWARTZ: Could I have that back. 
(The question was read back by the reporter.) 
A Yes, my firm was asked to represent Drexel 
H7 22 Ripley. 
’ 
2 Were you the partner in charge? 
A Yes. 
Q When, for the first time, were you notifies thet 
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1 Murphy 5 
2 your firm would be asked to represent Drexel? 
3 A It was early in May. I think it was May, 1969, | 
4 It was thereabuuts, 
5 Q Who asked you? 
6 A Mr. Harcld Berry. 
7 Q Did he do so on the telephone or in person? 
8 A On the telephone, I think. 
9 Q At the time you were asked, in May of 1969, 
sae: Was it -- 
11 A Yes. 
, 12 Q Were you familiar with IOS? 
13 A No. 
14 Q Had you or your law f‘-m ever xenresenttd 
15 IOS in any prior matter -- in any matter? 
16 A I don't believe so, 
17 Q Did you agree to represent Drexel Harriman 
18 in connection with that offering? 
19 A Well, not ac tnat particular time. 
20 Q At some subsequent time? 
— A Yes. 

! 22 Q Who were the attorneys at Shearinan & Sterling } 
: 23 who worked along with you in that representation? | 
24 A My partner, Thomas Nangle, Thomas Jowse, who 

25 at tha’ time was a senior essociete and since has become | 
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a partner in the firm; Brice Voran, an associate; Bob 


3 Rich, who was in our Paris office 
, 


and to a considerabl:- 


4 lesser extent, St anley Rubinfeld, 


and then in connection 


| 
5 with one very Limited matter, Paul Butler. " 
- 6 Q Any other attorneys? | 
7 A Not that I recall. | 
8 Q bia you discuss the representation of bz ‘axel 
9 in the IOS matter with Mr. Eaton? 
10 A Yes. 
11 Q Was it discussed with members of an executive - 
12 does Shearman & Sterling have an executive committee? 


13 A We have what we call a mane gement committee 

14 which corresponds pretty much to the executive cominittae, 
15 Q Did the question of whether Shearman & Sterling 
17 before Shearman & Sterling's manacement comnittee? 


Se 


16 Should represent Drexel in the 10S underwriting come 

18 A Not that I recall.: 

19 Q Did you, Mr. Murphy, discuss the question of 
| 

20 whether Shearman & Sterling should represent Drexe | 

21 with any of your par¢ners at Shearman & Sterling? | 

2? A Yes. 

23 Q | With which partners? 

24 A Well, with Mr. Eaton in particuler and I 

25 mentioned it to scveral others. It is a little hard to 
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remember now who they were but Mr. West was one, 

Q Anybody else that you can remember? 

A Not that I can remember but I am quite sure 
I mentioned it to others. 

Q Were your partners in agreement that Shearman 
& Sterling should undertake the representation of Drexel 
Harriman in the IOS offering? 


A Yes. They were in agreement that I shovld co 


Q On how many occasiornsdo you recall that you 
Peecieeed bie pessible representation of Drexel in the 
IOS offering? 
A I don't recall. 
Q More than one occasion? 
I just don't recall. I would assume so but -~- 
Was there extensive conversation on the matter? , 
MR. SCHWARTZ: I object to the form of 
the question. 
Q Did you go into details with your partners, Mr. | 
Eaton, Mr. West «and others that you may have discussed the | 


Iratter with, concerning this representation? 


A I don't know what you mean by cetails. 


Q Well, did you discuss it fully? 
MR. SCHWARTZ: I object to the forn of 
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Murphy 
question. 
Q Well, I press for an answer. 
MR. SCHWARTZ: I didn't 
to answer. 
Q You may answer. 
MR. SCEWARTZ: You may answer. 
THE WITNESS: I thought you said ~- 
MR. SCHWARTZ: I said I did not instruct 
you not to answer. 
THE WITNESS: What is the 
cuss it fully with 
SCHUARTZ: I repeat my objection to 
the form of the i You may answer. 
ully as seemed neccessary. 
you prepare any memoranda for their 
consideration? 

A No, I don't believe so. 

Q Did you instruct any of your associates or parts 
ners to prepare zeny memorandum concerning the initial 
question of whether Shearman & Sterling should represent 
‘ 


A No. 


| 
| 
! 
Drexel & Harriman in that offering? | 
' 


Q About how many hours dia 


with your partners on the issuc, if you recall? 


GO, 
G* WOrth 4-356? 
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have more than one meeting with Mr. 


I don't recall. 
Q But you do recall having at least one meeting 
with Mr. Haft? 
A Yes. 
Q And that meeting took place in New York, is 
that correct? 
A Yes. 
Q Where in New York did it take place? 
I think he came to our office. 
Who arranged the meeting? 
I don't r-merbder. 
Q Who was Mr. Haft representing? 
al ‘He represented ISO in connection with aiffi- 
culties they had had with the SEC. 
Q What was the purpose of your meeting with 


Mr. Haft? 


A I wanted to find out about those difficultias. 


Q And did Mr. Haft inform you concerning those 


difficulties? 
A Yes. 
Q What were the nature of the difficultics? 


Well, the SEC had brought a proceeding hack in 
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'66 against ISO and in that proceeding they alleged 


violations of Section 5 of the Securities Act and Section 7! 


4 of the Investment Company Act having to do with the sale cf 
unregistered securities, and also it involved Section 17 


6 of the 1934 Act having to do with the kecping of records hy 


registered broker-dealers, and I think it involved some 


allegations under Section 17-D of the 1940 Act having to | 


Go with joint transactions between investment companies 


10 | and their affiliates. 

11 Q Other than your meeting with Ur, Haft, did you | 

} { 

: 1? ¢r any attorneys at Shearman & Sterling investigate further | 
13 |i I0S's problems with the SEC? : 

14 A Yes, we looked into them further. We naturally | 


Q Whexe did you get copies of these papers? 
A I don't really remember where we got them. 
Q From whom did you get them? 

A . I don't really remember. 

Q Where were they read, in New York? 
A I would guess so, 


15 read a number of papers involved in that proceeding with 
Q By whom? 


| 
| 
the SEC ‘and a settlement order, 


MR. SCHWARTZ: You are net supposed to 


24 
5 guess. 
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Murphy 
Well, what is your best rollection? 
I really don't remember where we read then. 
Who read them? 
I did. 
Anybody else at Shearman & Sterling? 
A I don't know. 
Q And you don't recall where you read the 
material? 
I really don't recall. 
Q And you don't recall who furnished you with 
the material? 
h No. 
\ MR. BUSCHMAN: Excuse me. Can I ask 
two questions on the voir dire? 
MR. SILVERMAN: On the voir dirc? I den't 
know if we have a jury here. 
MR. BUSCHMAN: Can I just ask two 
questions to clarify the record, then? 
EXAMINATION BY MR. BUSCHMAN: 
Q Mr. Murphy, was it your understanding that 


when the proceedincs were krought in 1966, would you @escrike 


that ISO was a registered broker-dealer? | 


A My recollection is that it was a registered 


broker-dealer. 
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SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C, 20549 


tne SCCACTARY 


Grayson M. P. Murphy, Esq. 
Shearman & Sterling 

20 Exchanges Place 

New York, New York 10005 


Dear Mr. Murphys 


The Comission has considered your letter of May 14, 1959 and does 
not believe that any useful purpose would be served by your meeting. 
with the Commission to discuss the business plans of your client, 
Drexei Harri-:an Ripley, Incorporated, a registered troker~dealer, 

in so far as “hey relate to 1.0.S., Ltd. (S.A.). The Commission 

has, however, euthorized me to advise you of the following which 

may be of assistance to you. . 

As a general rule, a registered broker-c ‘rc may participate in 

the underwriting outside of the United St s of a security not 
registered under the Securities Act of 1953 of a foreign issuer and 
which is to be offered and sold to foreign nationals only (Securities 
Act Release tio. 4708, July 9, 1964; Investment Company Act Release 
No, 5618, February 25, 1969). ‘owever, though Securities Act regise 
tration of such an offering is ic required, the anti-fraud provisions 
of the Securities Act and the Securities Exchange Act of 1934 would, 
in general, be applicable to the activities of a registered broker- 
dealer participating in such an underwriting. 


Ee i 


rege tS 


The Commission has noted your statement of your client’s * atent "to 
make a thorough study of 1,0.S, and its subsidiaries and to prepare 

a prospectus which would be consisten* with SEC requirezents," In 

this connection, you may be interested in the fact that 1.0.8., in 

its relationships with the Commission, has on several occasions taken 
the position that, because of the secrecy laws of Switzerland, where 
its principal business activities are assertedly located, it was unable 
to furnish the Commission with certain requested information, The 
enclosed copies of the Conaission's order for public proceedings In the 
Matter of 1.0.S., Ltd, (S.A.), dated February 3, 1966, and the Commis- 
gion's order approving the settlement of such proceedings dated May 23, 
1967, may be helpful to you. ; 


Sincerely yours, 


Orval L, DuBois 
Secretary 
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Assivtant Sucrotury 
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Knowlton 15 
A I don't recall. 
Q Did you have any telephone conversations with 
Mr. ena prior to July, 1969? 
A I don't recal}., 
.Q Did you have any telephone conversations with 
anyhody else at I.0.S. prior to July, 1969 concerning tha 


I.0.S. public offering? 


A I don't recall but possibly I did, 


=—J 
Q Do you recall where you made those calls? 


MR. KING: Well, Me. Knowlton has 
testified that he deesn't recall, 
Q You were in New York prior to July for most << 


for the first half of 1969, were you in New York 


A Yes . 
Prior to June 20th I went to Europe on a holiday 
Q Now you said you participated in the decision 


~ . 
as to thother Snith, Barney should participate.in the 


I.0.S. public offering. 


Who else at Smith, Barney participated in that 


decision? 


A I partqicivated as a member of the comnitnent 
+. 
comsittee of Smith, Barney which committee had the juris- 


dictional responsibility to pass on all underwring conmit- 


ments of the fina, 


. ie a 


4 


WM 


Oo ar 


SSS 
. 


committee in 
a handful of 


executives were all located in New York 


which Snith, Barney's particip 


New York offices? 


ings? 


ing I would preside, senior officer. - 


which the I.0.S. public offering was discussed? 


A a een a 


715, Ph 


Knowlton 


the comait 


Who were the other members of 


Is it fair iw say that the handful of top 


Was there a commitment committe 


on was discussed? 


meeting take place at Smith, B 


-”“ 


Best of my recollection ft had no chairman. 


Whe presided at the conmitment comnittce mact= 


When I attended the cormitment committee meet~ 


Do you reeali *... long the meeting lasted in 


I did not. 


there more than one meeting? 
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: ' June 20, ] 969 


Memorandum to: CWK, AJM,Jr.,RAP, WRG, MFB, 
TFG, FVV 


i ' HK has asked me to set up a meeting to discuss 
the possibility of establishing a business relationship with 
IOS in a number of areas, including the possibility of co- 
managing a large offering for their top management company 
in Eurewve, Attached are two memoranda on 10S. 
A meeting has »een scheduled for Monday, June 23, 
- at 2696 nom in the Ath flanr canferencre raam. have that 


you will be able to be present. 
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* 
DREXEL HARRIMAN RIPLEY, 
Executive Committee 
Minutes of Reaular Meetin 


une 11, 1969 


A Regular Mecting of the Executive Committee was held this day et 
11:00 A.M. in the Philadelphia Office. 


There were present: WM . Berry, Coleman, Glvett, Lloyd, Morehouse, 


Bell, Cheston, Guernsey and Mr. Parker also attended as Secretary. 


78 A 


Messrs. Grayson Murphy, of Sherman & Sterling, and William Browning 
joined the meeting and participated in 


Taki) 


Ciscussion of the question of whether 

or not the firm should manage an underwriti of the common stock of IOS, 

Ltd. It was decided that the matter shoul discussed at an informal Directors' 
Meeting to be held on Monday, June 16, 1969. at ae , 


= eave 


' 
-~ 


There being no further business, the meeting adjourned. 
P 


Ses F | iv 
2 E pe (C2. 


, Pins . st . ./ Secretary 
% Re Eo I ge i.) 


Attachment: 


- 


Commitment Committee Report - 6/9/69 <_ fae Tam : 


Q 


Lipper? 


A 


Q 


| 
| 
a. 


What was your reason for salling on Arthur 


Because he was 2 friend of mine. 


through the ISM underwriting; 


Did you discuss with Mr. Lipper ISO at these 


meetings? 


I must have mentioned concerning the ISO under~ 


writing and how exciting it sounded and so forth. And 


Did you tell him what you thought ebout 1¢? 


completing a Canadian « 


s 
9 
10 
| 
rr 
12 
Q 
13 
| 
oe 
i exciting; 
15 
16 
| 
- | terms. 
| 
18 | Q 
19 
| 
20 
te A 
| Q 
22 | 
| A 
a 
! 
24 | Q 
| 
2 i 
1 
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I met him 


I met him in Geneva. 


knowing, he was purported to know the operation quite 
well, I probably discussed with him, what do you think 


about ISO, Ltd. and the people 4nvolved. 


No, other than I thought that it was very 


thet we wer: looking forward to hopefully 


sryriting; just very general 


When you met with other brokers in New York, 
Laidlow and Morgan Stanley, did you discuss at all the 


} IOS upcoming offering? 


No. 


You didn't tell them how exciting it was? 


No. 


\ 
2 


You mentioned something about it though, 


didn't you, in your meeting with them? 
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{i 
> | A Not with Laidlow, no. And Morgan Stanley or 
t 
5 ; any other dealers I ealled on, I may have mentioned 
4 f that we are looking and considering an underwriting 
; P of 1°, Led. But at tnat time there was no underwrit~ 
f } 
6 ; ing, there was nothing specific. 
Hl 
: | Q What was Lipper's connection with ISH, if any? 
8 | A Well, nothing except that, I understood noth- 
i } * 
} i ' 
9 ing officially, but I understand that he did business 
| 
10 | for the fund managed by ISH. . 
j 
| 
H 1 Q What business did he do for the fund managed 
t i} 
} \ 
by ISM? 
| 12 : ' , 
j H A Brokerage business. . 
13 
H 
i In 1959? 
! 14 Q 959 &§ 
| A Yes. 
pow 
16 i Q thet was the purpose of your other trios to 
t i 
; New York in 1969? 
17 
ia I A Well, as I recall, once was to buy furniture 
j 
19 | , for my wife; once was to meet with Irving Grace, Grace 
! | 
! ; 
20 Canadian Securities; at that point, purely @ social 
call. 
as 
‘ I think the way to sum it up, what we were 
! z 
a i trying to do in Canada, and like all Canadian brokers, 
: because of the interest cqualization taxes, there was 
2+ i 
American brokers, : 


very little Canadian pusii.ess that 
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A Yes. 

Q Where were the American firms contacted? 

A All those that had a European office and that 
would be all except a couple, were contacted in the 
European offices. 

Q And those that didn't? 

A Those that didn't were shown preliminary pro- 
spectuses in New York. 

Q By whom? 

A I beiteve by Mr. Cluett. 


Those prospectuses were ‘taken around by hand. 


They were brought from Europe by hand and they were taken 


around by hand by Mr. Cluectt to talk to the people and one 


of the veople I know was Goldman Sachs. 


I can't remember specifically any others, but I 


think there were one or two. 
Q To your knowledge, did any of the American 


underwriting firms that had foreign offices communicate 


with the American parent prior to accepting the invitation? 


A I don't know. 
Q You don't have any knowledge of that? 


A No knowledge. 


Q Did you receive, pricr to the completion of the 


public offering, any communication, you personally, in 


COMMERCE REPORTING CO, 
150 NASSAU STREET, NEW YORK, NY. 10928 * WOrth 4-3567 


24 


25 


Bot PA ra 


Coleman 131 
that's where their headquarters were. All the invitaticns 
were sent to foreign locations. 

Q Do you have any knowledge of where the decision 
was made by Kuhn Loeb to turn down participation .n the 
underwriting? 

A No, I don't. 

Q Do you know the reason Kuhn Loeb turned down 
parcicipation? 

A No, I don't know that either. 

Q Did you ever have any discussions with Kuhn Loeb 
as to its participation or refusal to participate in the 


anderwriting? 


A No, I didn't. I think I've testified this morning} 
that the only conversations I had were with the people we | 
invited as co-managers. | 

Q Solomon Brothers, where was the contact made 
with Solomon Brothers? 

A I don't know. 

Q Does Solonom Brothers have a European office? 

A I don't think they did. 

Q So then the Telex would have gone-~- 

A No, the way this thing was handled was, American 


underwriters--and I testified to this this morning, too-- 


where an American underwriter, who didn't have a European 
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office was concerned, they were shown a copy of the 


It was hand brought 


preliminary pgospectus in New York. 
across the ocean and hand trotted around the offices in 
the firms in New York and they were all instructed, if 
they wished to participate or receive an invitation, that 
they had to establish a European office or temporary | 
European office and all communications in connection with | 
the offering or the closing would be sent to that address 
and some,such as Goldman Sachs, did that. 

Solomon, as I remember, decided it wasn't worth 
the candle to go through all that hubbub for a very small 
amount of money. 


Q But Solomon Brothers was shown a prospectus in 


New York? 


A I don't know whether they were shown a prospectus 


cr were asked whether they would like to see one. I 
can't testify to that. 

Q How about Paine, Webber? | 

| 


A I have no knowledge of which people were asked 


whether they would like to see one or which ones were 
] 


shown to them. 


Q But Paine, Webber doesn't have a European office, 
does it? 


A It does now, but I don't think it did then. 
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PAINE, WEBBER. JACKSON & CuRTIS 


EGTABLISHIED ‘a708 


okie aa 24 FepERAL STREET 


." Sep‘ember 11, 196 


~ 


Sir Philip deZulueta 

Hill, Samuels & Co., Ltd. . 
100 Wood Street tes 
London, EC 2, England 


Dear Philip: 


Last week Michael Menzies Gud to ask if we would 
like to have youp.finm ipierceds.o our behalf to have us in- 
cluded as a major underwriter in the; 1OSjfinancing. While it 
later developed that Drexel had us on their list, Ido want you 
to know that we appreciate the thoughtfulness of your partners 
in seeking to have us included. . 

For a variety of reasons, mostly technical, we decided 
that we would not participate. Nevertheless, we are very 
grateful to you and your associates for thinking of us. 


Faithfully yours, 
oS 
Albert Pratt 


AP:bl 
cc: Mr. Michael Menzies 


(617) 452-0600 


TELRPHONE 
ee 
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Geneva .of a prospectus and underwriting papers. 


Q 


York office? 


A 


Q 


A 


> 


Q 
A 


memorandum 


.e) 


» 


> vO 


That's the 


A 


Q 


connection 


These were calls that you made from your New 


Well, either that I made or they made to me. 
In New York? 


Yes, 


Where? 

From New York. 

I spoke with the printer who did the closing 
for me in New York, George Young. 

What was the name of his company? 

George Young, 

George Young. 

Charles Young. 

You spoke with Mr. George Young and -- 

No,no. I spoke with the printer, Charles Young. 
name of the company who were here in New York, 
Who at that company did you speak to? 

I don't remember. 

What was the purpose of your call? 

To get them to print up the closing memorandum. 
Did Charles Young do any other printing in 


with the IOS public offering,to your knowledge? 
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A I have just tried to answer that question. 
That is the allocation of shares to other members of the 
udedlidhwent syndicate or selling group members if there 
were selling group members in this heii, is the role of 
the leading managing underwriter. 
| Q Did you make any decisions as to who would be 
invited into the dealer group? 

A I don't recall, probably wiih 

Q Anybody else Smith, Barney?, 

A No, my answer was with respect to Smith, 
picid not myself. | 


Q And when you gave an answer as to Smith, Barne 


you include yourself, is that correct? 
A That is correct. 
I did include myself with respect to this 
topic that you just askc i. . , 
MR. SILVERMAN: I ask the Reporter 
to mark as Knowlton Exhibit 1 a Telex S I can't 


make out the date. 
(Telex marked Knowlton Exhibit 
1 for identification as of this! 
date.) 


Q Prior to today have you ever seen Knowlton 


Exhibit 1 on any other occasion? 


A Have I ever seen this? 
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Knowlton 
Yes. 
i assume s0. 
Did you send this? 
* assume 80. 
What does MSG mean on the top? 


I don't recall. ‘ 


What did the initials RJS stand for? 


> 0 Fr CO FF OD PF A 


They may be the initials of an employee in the 
Xe 


Paris office. 

Q RYM? 

A I don't recall. x don’t know. 

Q And the next says PLS --oh, that is please 
understand, is that right? | z 

A That is correct. 

Q Does this Telex correctly state the procedure 
that was to be used in I.0.S. share allocations, to the 
best of your knowleuge? 

A It doses. 

MR. KING: Understand that these 
are share allocations made by Smith, Barney of the 
shares already allocated to Snith, Barney. 

MR. SILVERMAN: | Yes: y 
MR. KING: That ‘a different than the 


‘allocations that you were questioning about several 
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abies 

minutes ago. So there is no misunderstanding on 

the record -- 

MR. SILVERMAN: . I should get it 

lear. : 

Q Smith, Barney.was assigned or committed to 
sell a certain a iount of shares, is that correct? 

A That is correct. e 

Q To assist Smith, Barney in selling \those 
shares Smith, Barney made allocations of those shares to 
other brokers, is that correct? 

A That is incorrect as I have already stated. 

Q What did Smith, Barney do? 

A Your previous questions with respect to allo- 
eation, you referred to allocations to othex broker, 
I think I answered twice that that was the jurisdiction 
of the leading managing underwriter. 

Q What allocations are referred to in Knowlton 
Exhibit 1? | 

A It is my recollection that the shares referred 
to in this exhibit pertain only to that portion of Snith, 
Barney's underwriting which Drexel, Harriman made avail- 


~~ 


able for Smith, Barney to sell, to its own clientele. 
Yi ig 


Q So then Knowlton Exhibit 1 refers to direct 


sales by Smith, Barney to its clients or customers. 
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SMITH. BARNEY 8&8 CO. C " (7 A, 20. PLACE VENDOME 
- INCORPORATED Fe Wer: PARIS (1"2) 


TEL. 7422-02-70 
R.C.SEINE 67 B 123 ‘ TELEX: 22-849 F 


Wnitcd Oversees Bank S.A, September 25, 1969 
Quai des, leerguecs II 
Carr 


Re: 1.0.S., Ltd., Common Shares - Confirmation of Sa.e 


Dear Sir: 


Following our telex of September 24, 1969, we confirm 
having sold to you 


coer Oeeee I.0.S., Ltd. Common Shares at DLRS. 10.00 net per 
share 


for a total amount payable to us of DLRS. Co TOES gece «© 


Please note that this letter serves as our official 
Confirmation of this transaction and that no seperate Contract 
Note will be mailed to vou, nor will this transaction appear on 
your monthly stetement. 


Please follow carefully the instructions given below. 


Payment: due at the Chemical Bank Trust Co., 20 Pine Street, 
; New Yorn, Interraticnal Division, attn. Mr. R. 
Schoeneminu, for account of Chemical Bank Trust CO.» 
10 Mosrcate,; ienéon aves Suh-account Smith Barney - 
I.0.S., Lid., Gros cf delivery. value October 14, 
1969. Parnunt may not be made shrocegh your account 
at Smith, Carney & Co. Inco:zpsruccd, Rew York. 


Delivery: The Cormon Sharsts ere available in Registered form 
cnly at “ho Chemical Bank in Loncca on or about 
Octobcs 15, i969. 


Enclosed is a Certification and Instrection form, 

which must be signed by veu cnd sreturne? to us in 

the enclosed self-addressed envelope by October 2, 
1969, as a condition of this salo to vou. 


Thank you, 
Sincerely yours, 


Smith, Barney & Co. 
Incox porated 


By: Reinhard J. Schmoelz 


ql bh | et a ee 


I.0.S., Ltd. - Common Shares 


REGISTRATION AND DELIVERY INSTRUCTIONS 


Please note that the Shares cannot be registered in 
the name of or held in custody by Smith, Barney & Co. Incor- 
porated, New York. 


REGISTRATION: 


Please indicate below how to register the Shares. 


Our Name: Wumber of Shares: 
UNITED OVERSEAS BANK 500 (5 cert. of 100) 


DELIVERY: 


Multiple deliveries cannot bé effected, nor can 
deliveries be made within the Unit States. Please 
indicate below the name and address of your London cor- 
respondent, who will take deliyéry on your hehalf, free 
of value. 


If you desire delivery outsiue of London, please 
state below. In this case, all expenses will he charged 
_ to you. 


Kindly ship. the certificates ta qur_ address: _§ _ _ 
UNITED OVERSEAS BANK PLEASE DO NOT INSURE 


Ga PA 


THIS CERTIFICATE MUST BE COMPLETED AND RETURNED 
PRIOR TO THE CLOSING DATE BEFORE ANY SHARES CAN BE 
DELIVERED TO YOU 


Underwriters and Selected Dealers must complete Part A and return the Certificate to The Bank of 
New York, 147, Leadenhall Strect, London, E.C.3, England, together with the Certificates, if any, of 
other Underwriters, Selected Dealers or other securitics dealers to whom they sold Shares referred to in 
Part A. 

Underwriters and Selected Dealers who have purchased Shares from Underwriters or Selected Dealers 
other than Drexel Harriman Ripley, Incorporated must compleie Part B (on a separate form of Certificate) 
and return to the Underwriter or Selected Dealer from whom such Shares were purchased. 

Other Securities Dealers must complete Part C and return to the Underwriter or Selected Dealer from 
whom Shares were purchased. 


CERTIFICATE 


Drexet HARRIMAN Rip_ey, INCORPORATED 
BANQUE ROTHSCHILD 
Guinness Manon & Co. Lrm1tep 
Hirt Samvuet & Co. Limitep 
Pierson, Hetprinc & PIERSON 
SMITH, BARNEY & Co. INCORPORATED 
As Representatives of the several Underwriters 
c/o DREXEL HARRIMAN RIPLEY, INCORPORATED 
386, Avenue Louise 
Brussels 5, Be'gium 


Dear Si: 


ln‘ connection with our purchase of Common Shares of [.0.S., Ltd. (“ Shares ") we hereby furnish 
snneeten and certify and agree as follows: 


Part A 


i To be completed by Underwriters and Selected Dealers with respect to Shares purchased pursuant 
to the Underwriting Agreement.) 


(1) Number of Shares purchased through Drexel Harriman Ripley, Incorporated. . 
(2a) Number of such Shares sold to retail purchasers (including individuals, institu- 
tions, advisory accounts and own investment accounts) . 


oe @ ee © @ @ @ @ 


’ (2b) Number of such retail purchasers .......06. eS 
(3a) Number of such Shares sold to Underwriters, Selected Dealers and other recognized 
CUGMSTENS COMING ss 6 os 6 aes 6 we es 2 oir Seyi se Rec age eink 
(3b) Number of such Underentters, Selected Dealers and 
recognized securities dealers ..... pea ee ser 


4 


Number of such Shares remaining unsold ....... 


’ Part B 


(To be completed by Underwriters and Selected Dealers with respect to Shares purchased other- 
wise than pursuant to the Undenoriting Agreement.) : 


(1) Number of Shares so purchased .......246-. Se ae eee Vf Oo 

(2a) Number of such Shares sold to retail purchasers (including individuals, institu- SV 0 

F : tions, advisory accounts and own investment accounts) . . 2. 6 0 6 emwme 8 eee 
(2b) Number of such retail purchasers... 1... 2 eee ae atts ae 


(3) Number of such Shares remaining unsold . . 


robe 
ee eens 


ets 5 Bale 


PartC 
(To be completed by other securities dealers.) . 


(1) Number of Shares purchased . «1 6 6 6 ee ee ee eo ee oe oe oe 6 nem 
(2a) Number of such Shares sold to retail purchasers (including individuals, institu- 
tions, advisory accounts and own investment accounts)... + +++ eee 

(2b) Number of such retail purchasers . . 2. + e+e eee 

(3) Number of such Shares remaining unsold ... + +e eee eee eeeere 


Such Shares were sold at the offering price and were sold only to retail purchasers. The under- 
signed agrees not to sell any unsold Shares except to retail purchasers. ° 
We have maintained and will maintain written records of the name, nationality and country of 
residence of each individual person to whom we have sold Shares, the name, address, country of 
incorporation and country of domicile of each corporation to which we have sold Shares and other 
relevant information with respect to partnerships and associations necessary as a basis for the certifica- 
tions made below. We agrce to deliver to you additional certificates in this form with respect to any 
Shares which we have reported as unsold in this Part C. 
We further agree to pay to you on demand an amount equal to the reallowance concession in 
‘ effect in the underwriting managed by you, if any of the Shares purchased by us were sold by us 
contrary to our certification below. : 

We have used and will use our best efforts to obtain a broad distribution of the Shares among 
bona fide investors, and in accordance therewith, not to sell more tian 1,000 Shares to any person 
other than an institutional investor or more than 10,000 Shares to any one institutional investor. 

We have not and agree not to offer, scll or deliver any Shares to any person who is a director, 
officer, full-time employee or member of the sales organization (or a member of such person’s immediate 
family) of I.0.S., Ltd. or any of its subsidiaries or affiliates. 


’ 


(The following certification is made by each Underwriter, Selected Dealer or other securities dealer who has 
completed Part A, B or C above.) ' 


; The undersigned certifics that it has not directly cr indirectly offered, sold or delivered any of the 
Shares sold by it to retail purchasers: ‘ 
1, in the United States of America or any of its territories or possessions or any areas subject to itsj urisdic- 
( . tion (the “ U.S. ”); 
2. in Canada or Mexico for a period of six months after the date of the Agreement Among Underwriters and 
- the Selling Agreement except for deliveries in Canada solely for the purpose of registration of Shares; 
3. to nationals or citizens of or persons resident or normally resident in the U.S. (“ U.S. persons i Fs 
4, to partnerships or associations any of whose partners or members are U.S. persons (“ U.S. partnerships 
or associations ”); or 


5. to corporations incorporated in, domiciled in or having their principal place of business in the U.S. or 
which are controlled by such corporations, U.S/ partnerships or associations. 


UNITEQ OVERSEAS, BANK, Geneva. . 
(Name of Un 


ae ae CRE an a eae ae a a i 


(Authorized Signature(s)) 


AL, auad, des, Refgues, 1211, GENEVA 1 
Dafe September 30, 1969 (Address) 


, 


copy 


BANQUE DE BRUXELLES a : 
SOCIETE ANONYME : 2. RUE OE LA REGENCE 
; : sa ary is BRUXELLES 5 


A. LAMFALUSSY : ; 7 ith Septexder, 1959 
ADMINISTRATEUR-OCLEGUE . : ‘ a ‘ 


° 
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e : 
Dear Don, 


- 


Tris’ ds just te coénfirs Chat our decision mot 
to underuite the 2.0.5, issue = Of which you have by 
nfermed:-=- 45 based on long-tera 
kta considerattons of the kind I menticned to you 
yesterday, end should 4a no way beon regarded as a 


reflection on your ability to pick out énd ranage 


cuccessiul Assucse | “e reacacd, this decision ye esterday -- 


after lengthy discussion ard with no particular pleasure, 

“especially since ve attach great importance to the good 

relations betucen on ar ti> houses in the area of 

Buro-bor.d) financing. I do hope that we will have other 
opportunitics to show this to you. 


With kind personal regards, ae 


Your's sincerely, 


Mere Fe Donald Keaney 

Vice Presidcnt 

Drexel Harriman Ripley, Ine. 
60 Broad Street 

New York, NeYe Joood 


CCe ire Christian R, Sonne 


Le cael Abad ee Bae het bate tee 


_ 


Nw 
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oF ad 
When did the next meeting in New York take place? | 


Where did the meeting in early October occur? 
In Drexel's offices at 60 Broad Street. 


Who was present? 


> ©D. 23> ~! <3? @ 


| 
I don't think until early October. | 
| 
| 
| 
| 


I was the only one from Price Waterhouse. Mr, 
Ambrose and Mr. Browning. 


Q What was discussed at that meeting? 


A They had asked us to advise them as to our fee, 
as they were getting ready to have the closing on the IOS | 
offering. . | 

Q Did you advise them of your fee at that time? | 

A Yes, I did. | 

Q Did you, or to your knowledge did anybody else p— 
at Price Waterhouse explore the relationship of Arthur bis. 
Liper Corporation with I0S? | 

A I don't believe so. | 

Q Did you, or anybody else at Price Waterhouse ob- 
tain information concerning the relationship of Arthur Lipper 


| 
Corporation and I0S? 


A I think the answer -- the question is so general 
I would have to say yes, I think we did find out some in- 


formation about Arthur Lipper. 


COMMERCE REPORTING CO. 
150 NASSAU STREET, NEW YORK, NY. 10038 * WOrth 4-3567 
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Document 55.0F Append IL 
Knowlton ee il 
As I said in New York. 
Where in New York? 

A On one occasion at Smith, Barney office. That 
is the extent of my recollection. | 

Q ‘How about the other occasions? 

. I don't recall. 

Q What was the purpose of Mr. Buhl's visit to 
Smith, Barney office, if sites know? 

A I believe Mr. Buhl had lunch with us at Smith, 
Barney in the fall of 1969. This was an occasion of his 
being in New York. | : 

Q Did you ever go to any 1.0.8. offices in New 


York? 


No. 


A 
Q On Madison Avenue? 
A 


No. | 
Q Were\ you ever in any hotel suits maintained by 
any I.0.S. people? 
MR. ZIREN: Objection. 
Not to my vecoliection: 
Or the Carlyle? 
No. s 
Did you ever meet bn, Covateae in 1969? 


I just don't recall. 


COMMERCE REPORTING CO. 
: q KN 0038 « WOrth 4-3567 
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MR. 


2nd, 1969, 


Knowlton _ 28 
(Inter-office telegram, dated 
August 13, 1969, marked Knowl- 
ton. Exhibit 9 for identification 


as of this date.) 


SILVERMAN: Telex dated September 


(Telex bein September ond, 
1969, marked Knowlton Exhibit 
10 for identification as of th 
date.) 


MR. SILVERMAN: Telex to Mr. Knowlton 


on the 15th floor from Vessel and Paris. 


MR. 


(Telex to Mr. Knowlton on the 
1Sth floor from Vessel and 
Paris, marked Knowlton Exhibit 
ll for identification as of this 
date. ) 


SILVERMAN: All office memorandum 


dated September 8, 1969 consist’ng of two peges. 


(All office memorandum dated 
September 8, 1969, consisting 


hibit 12 for identification as 
of this date.) - 


of 


MR. SILVERMAN: Telex fron Bischof to 


Perry Ruddick. 


two pages, marked Knowlton Ex- 
(Telex from Bischof to Perry 
Ruddick, marked Knowlton Exhibi 
13 for identification as of Pig 


date. ) 


Q Mr, Knowlton, I ask you to look at Exhibit 2. 


Did in fact Mr. Buhl and Mr. Lipper appear as 


COMMERCE REPORTING CO. 
150 NASSAU STREET, NEW YORK, N.Y. 10038 + WOrth 4-3567 
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Knowlton 29 
| gees 
your luncheon guest on Monday, October 13, 19697 


A I believe I have already answered that question, 
that my recollection, I did have a lunch with, Mr. Buhl. 

Q Was Mr. Lipper there tov? 

A In 1969, in the fall of 1969. 

Q Was Mr. Lipper also present? 

A Possibly. 

Q What was his wniuiabbeith 

MR. KING: With what? 

Q with Mr. Buhl, with I.0.S., Smith, aiieilins 
first with Mr. Buhl? 

A I don't know. 

Q With I.0.S.? 

A My recollection is that Mr. Lipper's firm 
handled some brokerage business for I.0.S. in the United 
States. | ° | 
Q Any other relationship? | 3 
A Not to my knowled; . 

Q Did you invite Mr. Lipper to be present? 
A I don't think so. 

Q Was there any understanding or arrangement tha 
any stock transactions by sub-advisors would-be executed 


by Mr. Lipper's firm? 


MR. KING: Do you understand that 


COMMERCE REPORTING CO. 
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¢ PERRY ~RUDDICK CORPORATE FINANCE ; : 
E I PLAN TO ATTEND PARIS MANAGERS MEETING. 3 
i AND THEN RETURN TO NEW YORK TO DIS- ; Bek oa 
\ - GUSS CORPORATE POINT INVOLVED. WILL THEN a 


- RETURW TO ASSIST MARKETING AFORE 


BISCHOFF 
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Drexel, Harvincn 

c/o tir. H. Vaurhen 
119 Rue de Lavranne 
Geneva, Switzterland 


r 


Dear Mr. Browning: 


1 
“ 


During my ciscussicr 


Stending that the E-.:: 
entered into ty Invest 
cvuntry. 

I note, however, thet 


of the Hanispheres. hire 


by Develorzent Corrar 
Investnent Propertic: 


Investisation revert; 
companies. We have r> 
venture, nor the ob: 
tional uncer this joi 


TO ee wee o - “+= 


100 PA 
Document 6 of Appendix T 


~t 


Septenter 15, 19€9 


Re: The Hexisphere 
‘Allandale, Fi 


with Mr. John Fever, it wes my uncer- 
seheres was the enly real estate venture 
sont Properties Internaticnal in this 
2 project under construction, iust north 
2a La.lier, is advertised as bein- built 
-ion OF 7 crica, “in cssociation with 
iaternational." 
it is a joint verture betwen these two 
“nv Of Knevineg the basis wf this joint 
“itiens of Investrent fronerties Interna- 
>t venture, but felt ©. at we sheuld call 


this to your attenticn. 


With kind regards, I s- 


INR/ Ts : 
Enc 


ce: hr. John Boyer 


= 


ri : 


Richard % Rebinson 
Presidarm 
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On the Ocean ; ELS 

Apartment Price *~” ’ : ; 


‘* Schedule: Twenty-Seven ¢ — 4 a4 ' j bier =} 
Thousand Dollarsto 7 at | ete ee ent Neue 


One Hundred Thirty : ': HN - ce ee fait “ij Lis 
2 Thousand Dollars i i| I" te a 1h? fi iti Hj t- " { 
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Estate Viewing 9:00AM. +}! {: 4% feeds acne i _: 
through S00 P.M. #11 | ieee | as tema | reeesiee 0 x fete | 
Broward: 923-2569 ‘HI hi i ; ao I sa tS i eae 
Dade: 947-3207 4, I" : | HY | cee 8 | | , 
- 1880South Ocean Drive i } a. Sere | ve (ie ie ae ; Son 
Hallandale, Florida 4 j eas | ae ts it Mee: ent ery 
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Vers Club 
Renten pari entatThe semicphsre es. WHSTOW ITS 
e373 -- aa Ae “it heeo yeu from ever boing 
inc! iced everythi ngt iN wo 

rent. 

Like our spectacular Beach Club and Yacht 
Club. Two fabulous clubhouses that overflow with 
the Sood fife. Our own white sand beach, marina, 


- even a private $42,000 yacht. 


Our 16 landsceped acres stretch from oceane 
‘front to bayfront...\vitn flocalit tenas courts, shuffles 
board courts, a putting creen, two heated swimming 
pools, a courmet restaurant, cotice shop, an int:- 
mate cocktail lounge, promenaces, aardens, sitting 


‘areas, a 400-seat movie theatro and auditorium, 
. private parly rooms, meeting and card rooms, ping- 
~ peng and billiard rooms, exercise rcoms, a health 
‘club and sarnr> 


How could you ever be bored with that? But 


- there's so much more, Like a fully cquipped wood- 


<orking and hobby shop. An artist's studio. A photo 
Aztoratory. (A supervised children’s plavroom so 


- they don't act kered either.) And when you're in the 


ric*d far aolf, you have guaranteed starting times 
et nssrby On': Ridso Country Club. 

Yeu ern eniey an endices ctream of activily. 
©? 29 nothing but relax and follow the sun. Tho 
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complex of clubs vi ith fascinating, active neople 
from all over the alobe. (Your free club membership 


exicads to curS clubs on Spain's Costa ec! Soland - 


others 2s tiey are. Suilt eround the world.) 


There’s nothing dull about our apartments, .° 


either. Big, tright end beautiful. With exciting water 
views fron every sunny terrace. Centrally uir condi- 
tioned, of course. Free v. all-to-wail carpeting. Foid- 
ing partitions in every iiving room to provide an 
extra bedroom whenever needed. GE litchens with 
dishwashers and cisposers. Huge clescts, dressing 
areas, Closed circuit TY. Freo assigned Parking. 
Valet parking. Covered acceso between clzbs and 


buildings. ‘Round the clock doormen end maximum . 


security for your safety,  ~ : 


If shopping is a drag, we've included an on- 


site supermarket, travel agency, beauty salon, bar- 
ber, valet and cleaners, sports shop, TV and stereo 
vepair and rental. Even our own resident physician 
and dentist. When you want to goto town, vo'll ans 
vide a courtesy car. 


Daytime or night, inside or ou ut ‘paren or 
oceanfront, it’s simply impessibla to ba bored et 
The Hemispheres. And when your fiicads went a 
teste of your happiness...there’s Te 50 fure 
nicked cucct apatiments availabio 
icases. 
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600 -Grickell Avenue © Miami, Florida 33131 © 377-4511 
September 15, 1969 
OfFF'CES 
Priieteiohia Ferra. 
Cancer New versey 
Dalias. Texas 
Miami, Fiorca 


Mr. William Browning, Vice President 

Drexel. Harriman, Ripley, Inc. 

c/o Mr. H. Vaughan 

119 Rue de Lausanne 

Geneva, Switzerland Re: The Hemispheres 
Hellandale, Florida 


Dear Mr. Browning: 


In furtherance of the request of Mr. John Royer and my discussions 
with Mr. Chris Sonne, I am writing to you concerning the findings 

we have made on the captioned property. As requested, we have inspected 
the subject property, conducted extensive research and had discuss- 
ions with Messrs. Herbert Rabin and Lawrence Wilkov at the site and 
have come to certain conclusions, as follows. 


LOCATION 


As you know, the subject site is situated on South Ocean Drive (Route 
AlA) three blocks south of Hallandale Beach Boulevard in Hallandale, 
Florida. The site is in Broward County, which is presently one of the 
most active building areas in the entire country. The demand for con- 
dominiums and rental units is unprecedented. The location of the sub- 
ject site allows it to offer the many amenities that insure a success- 
ful project. 


IMPROVEMENTS 


fur inspection of the project under construction leads us tu believe 
that the planning, workmanship and quality of the project is as fine 

as any in the area, and far superior to most. The general contractor 
is well known to our office and is a highly regarded professional. 

Our inspection of the buildings themselves indicates that the construc- 
tion is proceeding rapidly, without any accomodations to speed which 
would produce any shortcomings in the physical makeup of the buildings. 


CONSTRUCTION PROGRESS 


Construction commenced with the start of piling operations in Decem- 
ber, 1968. Thirty-six working days were lost due to labor strikes 
early in 1969. By adding extra help and working extra shifts, some of 
this lost time has heen made up. According to Mr. tlerbert Rabin, the 
completion schedule is as follows: 


Szbsidiary of 


BANKERS GONOD & MORTGAGE COMPANY, PHILADELPHIA, PENNA, 
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KEYES — PENN MORTGANE COMPANY 


NA. OF. Se Se SS LET Ie 


NO. OF DATE - + - 2 = © =-* 
ning. UNITS FLOORS CONT. SIGNING RUE TO STRIKE AS OF 8/29 
ee 306 19 12/20/69 2/11/70 1/15/70 
O.N. 331 23 1/20/70 3/11/70 2FiS/790 
0.3. 327 zo 2/20/70 4/11/70. 3/15/70 
B.S. 331 25 3/20/70 5/11/70 4/15/70 
12795 


Discussions with Mr. Rabin indicate that the total project cost is 
$39,475,715.00, broken down as follows: 
CONTRACT PRICE 


Ocean North $6,688,958 
Ocean South 6,687,007 
Bay North §,555,001 
Bay South : 6,720,162 
Additional Costs 24,000 
Subtotal $25,625,108 
Site Work 2,044,105 
General Allowance, carpeting, 
lobby, etc. 2,067,000 
Contractor's fee 1,104,000 
Clubs §& Yacht Facilities 2,238,000 
Additional Costs: 
Incl. Land (Mtg.$1,810,000) 2,740,000 
Int. on land mtg. 217,000 
Int. on Const. loan, fees 
consulting fees, archi- 4950,000 
tect, real estate com- 
mission 1, 488,500 6,395,500 
TOTAL $39,473,713 


In attempting to determine the % of completion as of specific dates, it 
is our opinion that certain items in the total construction cost fig- 
ures should be eliminated, since they are "one time'' charges, or items 
not related to the time consuming construction program. To determine 
the % of completion, we have concentrated mainly on the contract fig- 
ures attributable to the four principal buildings. The contract prices 
and advances are as follows: 


CONTRACT ADVANCES ADVANCES 
PRICE AS OF 6/30/69 AS OF 7/31/69 
O.N. 36,658,938 $2,259,509 32,970,966. 
0.S. 6,657,007 1,321,941 1,795,897 
B.N. 5,535,001 1,996,404 2,700,187 
B.S. 6,720,162 856,134 1,188,825 
Add. Costs 24,000 20,000 20,000 
$25,625,109 $6,485,355 $8,675,575 


This would indicate that on June 30, 1969, the project was approximately 
20-22% complete; on July 31, 1969, it was approximately 34% complete; 
Since advances during the month of August total approximately 
$2,800,000, it is our opinion that as of August 31, 1969, the projcct 
was approximately 40-42. complete. 


a ae KEYES — PENN MORTGAGE COMPANY 


Since we do not know the allocation of the August 1969 advances in 
relationship to the individual buildings, it is difficult to ecnomically 
determine the completion of each. It is our opinion from visual inspec- 
tion that the Say North building is approximately 60% completed and the 
Ocean North building is approximately 50% completed. It is these two 
buildings that have been receiving the most concentrated effort, due 

to the earlier estimated completion dates. 


Because of the stress being put on the two buildings being completed 
first, Bav North and Ocean North, it is our opinion: that their respect- 
ive completions dates can be met. It is our further opinion that the 
completion dates for the Ocean South and Bay South buildings will not 
be met. We do believe, however, that the completion will be effected 
very shortly after the projected dates. 


In an effort to determine what problems may occur in the event the build- 
ings are not completed exactly on time, we have reviewed sales and 

lease contracts and discussed the interim financing with the accountants 
for the project. Neither the sale contract nor the leasing form will 

be affected in any way in the event the premises cannot be delivered 
according to the estimated completion date. Similarly the accountants 
advise us that since the owners are constructing the buidings with 
“their own money", there is no deadline imposed by a construction lender 
as is the usual case in projects of this size. I must point out that 
the great majority of unit sales have been consummated outside of this 
country and the only forms available to me were the forms used for Uni- 
ted States buyers. I have been advised that the overseas form is 
identical to the U.S. form in that no completion date is specified. 

If this is correct, I see no problems or risk involved in the event the 
completion schedule is not strictly adhered to. 


SALES PROGRESS 
(As of Aug. 29, 1969) 


Units available for sale 1295 
Units sold overseas 1112 
Units sold in U.S. 53 

TOTAL SOLD 1165 

Available for sale 130 


Only 53 units were made available for sale in the United States. All 
were sold for occupancy by purchasers. 


Remaining units were made available for sale in various overseas markets 
and were sold basically for investment by the individual purchasers. 
Sales contracts included an exclusive agency for the seller to lease the 
unit. As of Aug. 29, 1969, 1112 units out of 1242 available to foreign 
markets had been sold. Only 21 purchasers planned to occupy the units 
and thus only these units were not available for lease. 
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The above figures were received from the office of Mr. Lawrence Wilkov, 
General Manager, at the project office, without confirmation from the 
Switzerland sales office. Also, U.S. sales contract form does not in- 
Clude rental exclusive, thus confirmation of wording of exclusive clause 
should be secured. , 


RENTAL PROGRESS 
(As of Aug. 29, 1969) 


Total Number of units 
U.S. units, not available for 
rental 
Foreign units, not available 
for rental 


Units available for rental 
Units rented 403 
Available for Rental 818 


Various commercial areas totalling 8952 square feet are avilable for leas- 
ing. To date, all but one store area are either leased or committed. 
The schedule is as follows: 


STORE BUILDING AREA RENTAL 


on 


Beauty shop 0.S. 1600 $7 per s/f 
Barber shop 0.S. 520 $ . 


$76 
550 
1650 
2400 
250 
. $25 
~N. 481 


Valet shop 
T.V. rental 
Drug Store 
Commissary 
Jewelry Shop 
Travel shop 
Pending 


CooouUww 
ZzAAANvAN 


We have reviewed carefully the proposed rental schedule for the subject 
development and consider it completely in line with rental units avail-~ 
able in the area. The management team on the site has embarked on a 
well planned and well executed rental program supported by extensive 
advertising. In our opinion, the project should be substantially rented 
out by the time of its completion. 


SUMMARY 


I believe in the narrative form above I have answered the questions posed 
in the Telefax inquiry of Aug. 21, 1969, directed by your office to 

Mr.’ John Boyer. To summarize simply, I would have to state that The 
Hemispheres is a well located, well planned, and well executed project. 

I believe it is above average in quality, amenities, and, if the pro- 
posed staff is secured, it will also be above average in management. 
Needless to say, I am greatly impressed by the project. 


If I can be of furt) .¢ service in securing and evaluating any additional 
data on this projec., or in maintaining a continuing evaluation of the 
project, please advise. It has been a pleasure working with Mr. Boyer 
and the staff on the site itself. 


— 
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Please feel free to call on us if there is any way in which we can be 
of further service. 
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Sincerely, 


Richard N. Robinson 
President 
RNR/rsl 


cc: Mr. John Boyer ~ 
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Frederick M. Werblow 


' Date July 2 


Nusder of Hours 


aa 30 28 36 2h 2 3S we Oe se. Sse Re 
8* g* O* 12% 12* 13% 14* 4* 10* 12% 10* 10* §$* Bf 


September 


y 
=: 
= 
‘“ 
Ss 
S3 
Vv 
fas 


October 


. ° 
ooo” 


* Indicates work performed outside United States. 


R M, MAYNARD. 


Date 


Number of hours 


September 


October 


ES II 


*Indicates work performed outside United States. 


Date August 26 


Number of hours 


September 


*indicates work performed outside United States. 


HQPA 


Date 


Number of hours 


ee i es ee. . a OS ae 


August 26 


4 
September 3 6 oR 15 16 17 22 
eo 8 eee F : Cae 2 


WILLIAM STODDART 


' + oe 33.36.27 “3 Si 22. 23 4. SS SS SP UO CSE 
Number of hours: Ss 8&€ &@ 6 & -5 190% Gh Bf Be GF GF SF SF GF 


as 8: 3. 8. ee a A TS 1B IS ee AE SR. 2S ke. EP. SR 22s se 
8x 8% 8x 8x 10% 8% 10* 10* LO* 10% 8% 10* 14% 10* 10* 10* 10* 12* 12% 14% 10* 8% 8% 


Sescener: .& 2 3 .4¢ 3 WO 12.35: 16 UF) I 620 ae OSS aK SS aD i 
10* 10% 12* 8* 8% 2 7 10% 8* 8% 10* 12% 4% 8% 12% 10* 8% 2 


‘*Indicates work perfcrmed outside United States. 


Cee a ee 


Date 


Nuxber of hours 


17 Se ce Me 5: | y ee 
; 1. ae 


September ; y i 


\ 


October 


net mn oe tena tame 


|; *Indicates work performed outside the United States. 


Mec DONOUGH 


Numder of hours 


August | oe) ee 


9* 9* 10% 9* 14% 10* 


September 


g 
ee 


*Incicates work performed outside United States. 


Date August 6 8 Be BO SR BS AR RE RR Oe ey ee ae 
Nuzber of hours 1*¥ 1* ll* 12% lw 11k 7% 10% 10* 1lk* 9* 8 Lie dx 


- *Indicates work performed outside United States, 


Déte 


' wR ws BM Ww BM 2° Ses ak 8 30 31 
Number of hours 3 : a. 2 om 


8* 8* 8* 8* g* g* g* 8* 8* 


September: 10 11 12 15° 


rr a arte reer 


October 


NS 


*Indicates work performed outside the United States. 
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October 8, 1969 


Syndicate No. 74611 


i.0. 5. Expanses 


1, N.Y. - Geneva trip (GPB): 1, 644, 37 
2. N.¥. - Paris trip (GPB); | No aaeaas ae 
3. N.Y. - Geneva trip (GPB); : 603.74 
4. N.Y. + London (GPB-FMB);: (est. ) | 150.00 S 
5. Paris office “i ‘1, 670.09 
‘. N.Y. - Geneva flight (GPB): . 550.00 
7, N.Y. - Geneva flight (GPB); ; i ~ ++ 834. 90 
8. N.Y. - Paris (GPB); | | oe _-* feces 
9. N.Y, + London (FMB): Pits Sear vir 
10. NLY. - London (GPB); Bee oT 
ll. HK Mer At: et 1, 130.35 
aE ie sean ee ae Me $78. 67 
ig ed 1 | 8,660.55 
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May 13th, 1959. 


len 


Mr. Ecwarc M. Cowett, 
Investore Overseas Services, 
119 rue ce Lausanne, - 
Gcneva, Switzerland. 


Dear Eds 


When we last met in New York to discuss tue forthcoming issue 
of I. 0. S., Ltda. (S.A.) I indicated to you that we would lite to 
distribute $10,000,000 of the anticipated $96,000,000. You cuggested 
$8,000,000. I would appreciate it if you could raise the Canadia: par- 
ticipation to the $10,000,000. Any chance? 


I have several questions arising out of our meeting on which 

I would eppreciate your comments. Mei 

1. Of the 6,000,000 sharee to be offered, Investors Bank pirticipation 
will be 2,000,000 shares, and assuming Canadian atlotment of 625,000 
shares (?) what will be the geographical breakdow of the remainin: 
3,375,009 shares? 

2. Cranzg & Co. will be ranaging uncervriter for Canaia. Has it been 
ascertained who the menaging underwriters for the U.K. end Curope 
will be? 1 assuxe each ranaging underwriter will forn a tanking 
group to make up the distributien group and the rcmdicate advertise. 
ment will show the managing underwriters for cach locale and under 
euch of these nares the members of the banking Group, probably 
alphabetically. 


3. To borrow a Gil Smith phrase, will this underwriting require a co- 
ordinating undervriter or will S.A. co-ordinate? Ooviously there 
will have to be one underwriting agreenent between S.A. and the 
managing underwriters, cndaa uniform banking Crow agreement between 
them and their banking groups. 


eur a%s « 
. 
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Mr. Edward M. Cowett, May 13th, 1969. 


4, Will Canadien dealers with U.K. or European operations be invited 
to join those banking groups? This should be esteblished now as 
one of the conditions of the Canadian banking rroup asreement should 
be that any member's participation must be pluced in Canada and not 
through their foreign offices. 

5. Providing we can overcome the option problem (end I think we can) in 
connection with the listing of S.A. on the T.S.5., would it not be 
wise to also list « Montreal and perheps Vancouver? Besides London, 
is it contemplated to apply for listing on eny other exchanges? 


6. The Canadian prospectus will be used in Canada only and will be printed 
in English end French. Does this stili hold? 

7. Has there been any substantial change in your thinsing since our 
discussion in New York regarding the capitaulizaticn of the new corporate 
vehicle, terms of the public offering, dividend policy, restricticns 
in relaticn to shares outstanding under 1.0.S. Cption Plan, or timing 
of issuc? , 


8. It is our intention to proceed irmediately with the first draft of 
the prospectus and te kecn some of our provincial eccurity conmissiorers 
informed as we move along, s0 there will be no hang-up to cut across 
the timing. 


Ed, we are looking forward to what will obviously be a very interest- 
ing new issue. However, I cannot help but feel it will not nearly be the 
"fun" ISM was. After all, where else in the investment industry has a dis~ 
tribution croup peon put together in the manner Investors Management was? 


Looking forward to heering from you, I remain 


; Yours truly, 


MTA3JIR M. J. HOWE. 


P.S.-ethe biographical sketch of the outside directors shown on page 23 of 
the S.A. "Blue Book" should chow Murray Howe in addition to being a 
Partner of J. H. Crang & Co. that he is also a Member of the Toronto 
Stock Exchange. Te \ 

M. J. H. ‘3 
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Memorandum To: Hi, Sr. : Fim. oe _ October 6, 1969 
WRG thd : af 
ENM 


Re: ¥,O.F. Prop. 


Rt ' On Monday, Octobcr 13th, Henry Buhl and Arthur Lipper II will 
be our lunchconyuests here... They will arrive at 12:30 p.m. and.ask for JiX, Jr. 
Please let me know any other individuals you would like to attend the luncheon. 

: You will.seceive shortly 2 proposed sub-advisory contract with 
prelinnnary cominents. A meeting will be scheduled on Thursday or Friday 
Ao discuss the contract andwther matters, after Davis Polk has reviewed the 
situation, © a ay 
‘he purpose of tuc lunchcoii is to discuss operating procedures 
and "pick their brains. " Negotiation of business matters should be left to 
HK and Cowelt. ; 


bce ° 
. 


Last weck Cornfeld mentioned he planned to be in New York after 
the Closing (October 15th) to set up a meeting of all U.S. sub-advisers and 
would Jike to meet the man who will manage the Smith, Barney account if 
aclected by them, Jhis should be our target date for resolving our position, 
omer since Drexel has a head start on us. be 


George P. Bischof 


‘ce: Mins Monica Keane 
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Minutes of the Executive Manafement Committee Meeting held on July 9, 1969 


° i 6% 


Present: Bernard Cornfeld, Ed Cowett, James Roosevelt, Henry Buhl, Eli Walliit, 
George Landau, Richard Gangel, George Tregea, Eric Wyndham White, 
Ben Heirs. 


Guest: Arthur Lipper 


Absent: Allen Cantor, Barry Sterling, Richard Hammerman, Martin Seligson, 
.Kent Gordis. aes ns 


°. 
Lad 


SUMMARY OF THE MEETING 


. 


Decisions and assignments (not in order of importance): ¢ 


anti 

; ' b. 
Bernard Cornfeld announced that Tex McCreary and Burt Woolf have started 
to work full-time for an IOS owned communications company (being organized 
in the United States). : : 


3 


anc § 


A current problem with the SEC, arising from the sale by IIT in the United St». 
of 40,000 unregistered shares of Revenue Properties, a Canadian company, was i 
reviewed. The shares had been purchased in Canada and then were sold on the 
American Stock Exchang:, without knowledge that they originally came to IIT froz 


(2.34 PA 


o 


control persons. (It appears that the problem will be settled on a basis which 
will not involve severe PR problems. ) ; 
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AND TO: MESSRS. ZIMMERMAN, WINTERS, WORLEY, GRANT, HUGO, 
PADDON & BENNETT 


I, EDWARD M. COWETT, -the Executive Vice-President 
or 1.0. $i; LTD. (hereinafter called the "Company"), hereby 
certify that: 


as The prospectus dated September 22, 1969 relating to 
the offering in Canada of 1,450,000 common shares of the Com- 
pany does not contain any untrue statement of any material 

fact and does not omit to state any material fact. required to 
be stated therein or necessary to make the stitenenbe therein 


not misleading; 


2. The representations and warranties contained in 
clause 2 of an underwriting agreement (hereinafter called the 
"Crang Agreement") made September 23, 1969 between the Company, 


me and J. H. Crang & Co. relating to the purchase by J. H. 


' Crang & Co. of 1,300,000 common shares of the Company are true 


and correct in all material respects; 


3. The representations and warranties contained in 
Clause 2 of an underwriting agreement (hereinafter called the 
"Sub-underwriting Agreement") made September 23, 1969 between 
the Company, Investors Overseas Bank Limited (hereinafter 
called "IOB") and J. H. Crang & Co. relating to the purchase 
by J. H. Crang & Co. of 150,000 common shares of the Company 


are true and correct -n all respects; 


44 The sale by me, as agent of the Selling Shareholders 


referred to in the Crang Agreement, of the 1,300,000 common 

shares of the Company as therein Sraveaed does not and will not 
conflict with or result in a breach of any instrument or agree-= 
ment to which the said Selling Shareholders, the Company or any 


of them is a party; 


» ae The sale by IOB, as agent of the said Selling Share- 
huiders, of 4,092,000 common shares of the Company pursuant to 


the IOB Agreement referred to in the Crang Agreement does not 


and will not conflict. with or result in a breach of any instru- 


ee ee ee ee 
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t 
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ment or agreement to which the Selling Shareholders, IOB or 


any of them is a party; 


6. -¥ he issue and sale of 5,600,000 common shares of the 
Company pursuant to the Drexel Agreement referred to in the 
Crang Agreement does not and will not conflict with or result 
in a breach of any of the terms, conditions or provisions of 
the letters patent incorporating the Company or any supple- 
mentary letters patent issued to the Company or the by-laws 
of the Company or any instrument or agreement to which the 


Company is then a party; 


Te I have been duly authorized by each of the said 
Selling Shareholders to sell and deliver common shares of 
the Company as agent and on behalf of such Selling Shareholder 


in accordance with the terms of the Crang Agreement 


8, I have been duly authorized by each of the said 
Selling Shareholders to appoint IOB as his agent to sell and 
deliver common shares of the Company as agent and on behalf 
of such Selling Shareholder in accordance with the terms of: 


the Sub-underwriting Agreement. 


DATED this 15th day of October, 1969, 


a ay bil /),3 waht — c.8 


Executive Vice- ~President 
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SECURITIES 2D EXCHANGE CO? iMISSION 
WASHINGTON, D.C. 20549 


DIVISION OF 
R ? i = 
CORPORATE EGULATION August 27, 1970 


John S. D'Alinonte, Esq. 
Willkie Farr & Gallagher 
1 Chase Manhattan Plaza 
New York, New York 10005 
eee et 
Re: 1,0.S., Ltd. (S.A.) 
File No, HO-305 


Dear Mr. D'Alimonte: a eaea ee Shs Ber 


Upon my return to the office from vacation, I found your letter 
of July 29, 1970 responding in part to our information request of 
April 27, 1970 addressed to Seymour Kleinman, Esq. 


In your letter you indicate that appreximately 385 Americans pur- wv 
chased shares of 1,0.S, common stock upon the public offering in 
September 1y0¥. While we recoenize. as vou point out. ti :c many 

of those purchasers may have since disposed of their holdings or’ 
terminated their relationships with I.0.S., we would appreciate 

your furnishing to us, as promptly as possible, a list of all such 
Americans known to have purchased 1,0.S. shares upon the public 
offering, including their name, current address, if known, and 
number of shares purchased, 


We would also appreciate receiving similar information with respect 

to the 32 individuals or companies identified in the records of the ™ 
Montreal Trust Company with U.S. addresses as of June 19, 1970 to- 
‘ gether with an explanation why that date was selected, 

While our request of April 27, 1970 did not distinguish between 
purchasers of preferred and common stock, it is satisfactory for 

the present to receive the information requested with respect to the 


purchasers of common stock only. 
yd, a 


Allan S. Mostoff 


L2tt7 ¢s-600 Associate Director 
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SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20559 


Division OF 
CONPORATE REGULATION 


SEP 25 i909 


John S, D'Alimonte 
Willkie Farr & Gallagher 
1 Chase Manhattan Plaza 
New York, N. Y. 10005 


Dear Mr. D'Alimonte: 


We have your letter of September 17, 1970, transmitting the 
names of certain persons with "a continuing business or pro- 
fessional relationship with 10S" who purchased LOS stock in 
connection with the 1969 public offering. 


While we appreciate receiving that information, in order for 
us to consider whether the offering was in totai compliance 
with the Comnission's order of May 23, 1967, we will require 
the names of all Americans who purchased the stock and a full 
description of their relationship with 10S. In order to set 
our inquiry in context, I am enclosing for your information 


a copy of a self-explanatory letter sent ‘by Mr. Heneghan of 
the stenfes es D Fe wenhs C 


eae oS ee <3" 3 weoages 


underwriters he public offering, on September 8, 1969, 
Sincerely yours, 
Wir), 


llan S. Mostoff 
Associate Director 


Enclosure 
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x Documeat 6 (h) [entre] of Appeidx D Cee K 


RELATIO? 

3" NUMBER OF WITH IOS 
NAME & ADDRESS — : SHARES Il! SEPTEMBER 1069 
BARE ee ce th Sprianven =e 


Euzene L. Amazon - . 600 Shs. employee 
5 Route de Ferney 
Geneve, Switzerland 
Kenneth L. Beavgrand : 800 Shs. employee 
2 Parc de j ‘ r 

* Geneve, 


Herold A. Becker 600 St employee 
c/o 10S Administrative S.A. 

119 rue ce Lausanne 

Geneve, Switzerland 


Gerald Berkin : ns. - employee 
10 Avenue du Lignon . 
Geneve, Switzerland 


C. Henry Buhl III } employee 
Les Charmettes ; 

1196 Gland 

Vaud, Switzerland 


Robert B. Burke employee 
c/o Kipper 


fe., France 

Allen R. Cantor 

Vilta Pt. Choiseul 

Versoix, Geneve, Switzerland 


empiLoyce 


Bernard Cornfeld 
218 Route de Lausanne 
Geneve, Switzerland 


employee 


Edward Couzhlin 
4 Place.de l'Etrier 
Geneve, Switzerland 


employee 


Edward M. Cowett 
i0 Rampe ce Cologny 
Colegny, Geneve, Switzerland 


employec 


Howerd Dressman 600 
27 Chemin ces Chenes 
1294 Genthod, Geneve, Switzerland 


employee 


Peter Durkzon 600 
ll Rue Geutier 

1202 Geneve, Switzerland 

Frank Falbervbaunm US 
he Chom Pont Ceard 

Werrotxy Geneve, Switzerland 


employec 


empluyce 
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NAME & ADDRESS 


‘Irving Freedman 
5 Rue des Alpes 
1201 Geneve, Switzerland 


Georze H. Gerard 
12 Avenue Dumas 
Geneve, Switzerland 


Kent Gordis 
La Grende Coudre 
Celigny, Vaud, Switzerland 


David Henderson 

c/o I0S Administrative S.A., 
119 rue de Lausanne 

Geneve, Switzerland 


“George Hill 
3A Chemin M. Ravel 
Versoix, Geneve, Switzerland 


David James 
163 Route de la Capite 
Geneve, Switzerland 


Carl Jensen 
105 Route de Suisse 
Versoix, Geneve, Switzerland 


Robert Kaplan 
2 Cnemin de la Cressonniere 
1293 Bellevue Geneve, Switzerland 


Robert King 
42 Route des Tattes d'Die 
1260 Knon, Vaud, Switzerland 


George J. Landau 
109 Route de la Capite 
Geneve, Switzerland 


Jay F. Leary 
5 Rue de Colombier 
Geneve, Switzerland 


Samuel Levene 
‘Les Saules 
1268 Breznins, Vaud, Switzerland 


Thadeus Lovett 
1 Pare de Bude 
Geneve, Switzerland 


NUMBER OF 


1000 
270 
1000 


255 


600 


1990 
315 
1000 


1000 


* SHARES 


Shs. 


Shs. 


Shs. 


Shs. 


Sns. 


shs. 


IN SEPTEMSER 


RELATIONSNIP 


WITH IOS 


employee 


employee 
employee 


enployee 


employee 
_eephoyes 
employee 
employee 
employee 


employee 


+ 
7 
19% 


employee .° 


emplo;ce 


employce 


9 
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KELATLULONLY 
NUMRER OF WITH IC%s 


NAME & ANDRPFSS SHAKES IN SEPTEMENR 1069 


- Robert Metzzer . * 1000 Shs. employce 
4 Pare de Eude el ae 
“Geneve, Suitzerland 
° 4 
Suzanne Munch 210 Shs. employee 
3 Rou ce la Maladiecre ‘ ae 
1217 oie: Geneve, Switz i 


“Brooks Pace 5 172 Shs. employee 
-Les Tilleuls age = -- 
“1 Divonne-Les-Bains, Frence 


‘John M.- Reed < 600 Shs. employee 
-141 Rue de Lacsanne Bee age ee 
“Geneve, Switzerlane 


“Lawrence Rosen ; 1000 Shs. employee 
31 Chemin des Palettes 

1212 Grand Lancy, neve, Switzerland =. - 
Melvin S. Rosen. eee ei: 1000 Shs. employee 
26 Route de Malagnou ; 

“Geneve, Switzerland ee | aes Sti 
‘Arthur Russel : -ho8 Shs. employee 
La Chataisneraie 


SRQALYT?F Bare -- _ *. = . oe 
Se7( < : on -- sis she) 


Barry. C. Schwartz 5 1000 Shs. f employee 
Ferme Gros ; 
i242 Bourdigny, Vaud, Switzerland irae 4 S5r- 7 


Richard Senn i ee ee employee 
Les Mesnil 
1254 Jussy, Geneve, Switzerland 


‘ Gladis Solomon ae hares: ‘employee 
ll Rue du Vidollet : 
Geneve, Switzerland fae ie as ==" 
Joseph Sorsviein ay 160 . employce 
Residence Voltaire Aa, Rovte de Meyrin 
Ol Ferney-Voltaire, France = = 

George Tregea 1009 employee 

43 Quai Wilson 

Geneve, Suitzerland 5, Hache ides — 


Hal Vauzhen ‘hs | Soe eee gs employce 
10 Chemin du Vengeron : 
1292 Chenvesy, Geneve, Switzerland 


Williar Were 
Chalet La Jano 
1298 Cclisny, Geneve, Switzerland 


I3 


NAME & ANDRESS 


West 
eau Sejour 
itzerland 


Gordon 
2 Avenue £ 
Geneve, Sw 


whane 
rt-L'Eclus 


Warren WW. 
01 Cclonzes- es, 


a Vendee 


SO 


James Wine 
Villa La Cizale 
Founex, Vaud, Switzerland 
James Zimmerman 

58 Route de 
Nyon, Vaud, 


Jacques Lowe 
9 Boulevard des Philoscphes 
Geneve, Switzerland 


James F. Roosevelt 
c/o I0S Administrat 
119 rue de Lausanne 

+7anlona 


Geneve, Switzerland 


ive S.A. 


Gilbert A 
1 Chemin 
Chene-Eou 


147 rue de Tau senne 
Geneve, Switzerland 


Edvard Pear ig 
Ferme is Sauny 
1261 Gre ns, Geneve 


James C. Black 
2-rue de Vieux 
Nyon, Vaud, 


Marche 
Switzerland 
Theodore Bloor % 

L2 Pd sg Busnaux Sur Rolle 
1161 Tartignin, Vaud, 


Gerald Brand 
278 rue Pestallozi 
1202 Geneve, Switzerland 


Richard Erotun 
20 Avenue 
Feneve, 


ends 
ecrland 


S: ti 


> 


NUMBER OF 
SHARES 


437 Shs. 


_, 200 Shs. 
France 


Switzerland 


600 Shs. 


ney, Geneve, Switzerland 


500 Shs. 


459 Shs. 


600 Shs. 


1000 Shs. 


Sns. 


Shs. 


Shs. 


Svitzerland 


Shs. 


n 

~] 
nm 
“a 
> 
i] 


RELATICHSHIP 
WITH IOS 
IN SSLTTMPER 1069 


employee 
me st 5 


“ employee 


employee 


employee 


employee 


employee 


emplo e 


> employee 
= employee 
zemployee 


> em 


4 


oyee 
-employee 
-employee 


“employee 


NAME € 


Richard 


¢ ADDRESS 


Seciliee 


5 Chemin ¢'Agnier 


Petit Saconnex, 


Colby Coombs 


Flat No. 
London W. 


35 


ee 


Geneve, 


135 PA 


Switzerland 


‘ 


80 Park Street 


England 


Foster Crowell 
Montfleuri 


Chenin de 


120 Versoix, 


Michael D'Alessandro 


Villa 


Bignens, 7 Ch 


Ol Ferney-Voltaire, 


Bruce Di 


cki 


1eson 


Geneve, 


Switzerland 


emin Floriant 
France 


La Feigier, 355 Rue de Lausanne 
Geneve, Switzerland 


John Diuzniewski 
16 Quai G. Ador 
Geneve, Switzerland 


Mare M. 


Drimer- 


_54 rovte de 1l'Etraz 
2224 Nyon, 


V 
Fand, 


Morton Feinholz 


32 chemin des Palettes 
Switzerland 


rend Lancy, Geneve, 


“Frank Fin 


c/O Libby Finkelstein 


K 


620 Harrison Road 
Buffalo, li.¥., USA 


‘Barry Friedman 
i Avenue due Lignon 


Geneve, Sw 


itzerland 


“Jeffrey Gussow 
Sehwindstrasse 3 


c/o IMCA, 
Frankfurt, 


Sanford G. 
La Tour Cesar 


"1260 iiyon, Vaud, 


‘John ND. 
1269 Cr 
Vaud . 


Germany 


Henry 


Switzerland 


Switzerland 


- NUMBER OF - 
SHARES 


220 Shs. 


289 
315 
160 


600 


285 


150 


321 


600 


RELATL 


WITH TOS 


IN SEPTINDER 1069 
IN_SEPTMNDER 1.069 


employee 


employee 
employee 


employee 


employee 
employee 
employee 
employee 


employee 


employce 
employee’ 
emp) <;ee 


employce 


CHSULP 


(36 PA 


NAME AKD ADDRESS SHARES _ 
Sheldon VWochberZ 
431 North Armistead St reet 
Alexandria, Va. 


220 Shs. 


Marvin Eoffman 
: No. 5 Cha mbre T'Annier 
Petit Saconnex, Geneve, Switzerland 


Robes rt Eorin 

c/o Horin, 164/20 Highland Avenue 
Jamaica, N.Y; 

Charles Jacobi 

c/o R. Jaccdi 

771 River View Drive 

Jerki Island, Georgia, 


John Johnidis 
Re. se de 1l'Etraz a 
Nyon, Vaud, Switzerland 


June Johnson 
ho Chemin des Pont-Ceard 
Versoix, Geneve, Switzerland 


mere Johnson 
Col. ’ ex 


Sevall H. E. Jchnson 

hO Chemin des Pont-Ceard 
Versoix, Geneve, Switzerland 
Kenneth M. Klein 

tes Peupliers 

Coppet, Vaud, Switzerland 


Richard Konwin 
9 Avenue Sainte Cecile 
Neyrin, Geneve, Switzerland 


Chester W. avid 
Villa ifctra 
74 Arthoz, RO 


Charlies Lanlis 

c/o 10S of Canada 
Terminal Tovers Bld 
R00 Dorchester “ie 
Montreal 2. P.&., 


Melvin Lechner 
i Place de l'Etricr 
1200 Geneve, Switzerland 


RELATICANSHILP 


WIth IOS 


IN SEPYE“RER 1659 


e employee 


employce 


employee 


employee 


employee 


employee 


employee 


emplcyee 
employee 
employee 
‘employee 


employce 


employee 


SR 


eotaevars 2 OTN ast wii ss 
———— 


Marian Latorre 180 Shs. ennioyee 


h, rue Michel 
1205 Geneve-Fervet, Switzerland 


Livinsston Lucas 105 
c/o Hattie Murray ai 
509 West 155tn Street 

New York, N.Y. 


Irving Mayer 
543 Cite Cuest ‘ 
Gland, Vaud, Switzerland 


David Miller > 
7 Avenue ce Bude 
Geneve, Switzerland 


Frances M. S. Peel 
19 Chenin de Fossard 
Conches, Geneve, Switz erland 


Peter Petri 110 
Champ Plat, ‘onthoux 
74 Vetraz, France 


George M. Pulver 
La Suettaz 
1260 Nyon, Vaud, Switzerland 


Murray Radin : - 
.24 rue Lamartine Peete eg = 
1203 Geneve, Switzerland 


Betty Jo Ramsey 

Ferme sous les Roches Es 
Saint-Cergue, Vaud, Switzerland 
Roger Rainer ‘ 

16, rue du “ole 

Geneve, Svitzerland 


David Roach =e AE | 240 
Chemin de la Dole a : 


Gland, Vaud, Switzerland re 


Norman Rolnick 1000 
1249 Avully, Geneve, Switzerland 


Janes F. ("Lcd") Roosevelt 100 


Chenin de rag sods 
Grand Sacconnex, Geneve, Switzerland 


George Roth Be a ag 
Villa Perreul 
Ol Pregnin, France 


John ND. Schuyler 
Ix. Eoverds.c 
W2N2 Satiuny, Geneve, Switzerland 


-- employee 


employee 


employee 


employee 


employee 


employee 


- émployee 


employee 


employee 


employce 


émployee 


employee 


employee 


NAME & ADDALSS 


Patrick J. Sheehan 
23 Le Crest de Vaulyx 
74 Gaillard, France 


David L. Sherman 
Villa Ross 
Ql Grilly, France : 


Jack D. Shinnenan 
Chalet Plein Soleil 
01 Divonne-Les-Bains, France 


Dougal Smith 
O01 Echenevex, France 


Michael Spitzer : 
Residence a he Rue de Fossard 
74 Gaillard, Fra 


Raymond Stults 
Villa Bellevue 
Ol Noens, France 


Frank W. Taylor 
Villa Zigsliotto 
Ol Villard-Tacon, France 


raul Tillsovs 
2315 Hast Uebraska Avenue 
Peoria, Illinois 61614 


7 


Juanita Torres 

Nocl Torres 

50 Rue ce Hoillebeau 
1202 Geneve, Switzerland 


Jerome Uslarer 
Chemin de la Lose 

50 rue de Moillebeau 
_1 Commigny, Vaud. 
Switzerland 


Robert van Lydegraf 
Villa Pascotti 
Gland, Vaud, Switzerland 


Andre Waks 


c/o J. ek. 2927 Shore Parkway 


Brooklyn, N.Y. 


Edvard T. Whiteratt 
Villa Kiccle 
Ol Pregnin, France 


NUMBER OF 
SHAKES me 


180 Shs. 
160 Shs. 


600 Shs. 


120 Shs. 
200 Shs. 


135 Shs. 


278 Shs. 
200 Shs. 


800 Shs. 


140 Shs. 


231 Shs. 


130 Shs. 


RELATIONSitIP 
vb [05 


PTEMDHRLOGI 


DUR 


~- employee 


employee 
empioyee 


ompregte 
employee 
employee 
employee 
vi ata 


employee 


employee 


. employee 


employee 


employce 


NAME & ADDRESS 


e 


Artnur Adelson 
74-14 Austin Street 
tS ih ae 


Forest Hills 


‘Allyn Arden. 
Villa les Ir 


1299 Commugny, Vaud, Switzerland 


Norman Gersh 
Cite Ovest 5 
-1196 Gland, 


Bruce Giffor 


Villa Large Vue, Route ie Vesenex 


ic 
+S 


on 
33 


Vaud, 


d 


Switzerland 


-O1 Divonne-Le s-Bains, France 


Gerald Laba 
bs Villa Deborns 


e, Rou 


‘Ol Mocns, France 


Norman Mininbderg 
.3 Chemin de Taverney : 
- Grand Saconnex, Geneve, Switzerland 


Harold 
«5 ruc <asa0t oaks 


te de Moens 


Farl Padget, JP. 


-Geneve, ‘Switzersana 


-Richard Palm 
c/o M. Secre 


7Or Grilly, FP 


" Martin Selig 
-31 Chemin de 


er 
tain 
rance 


son 
Ruth 


Geneve, Switcerland 


-Richard Gang 
she) Lee., 


-c/o IOS (U 


el 


.-25 Upper Brook Street 
-London W.1., England 


“Richard Hanm 
c/o ILI, Por 
Stas Place 
Victoria 
London o.W.1 
- England 


Robert Ross 
c/o ILI, 
Stag Place 
Victorin 
London, S.W. 


Enevrland 


erman 
tlend 


ee 


House 


Portland House 


’ NUMBER OF 


_ SHARES 


600 Shs. 


120 Shs. 
600 Shs. 
1000 Shs. 


180 Shs. 


255 Shs. 


_78 Shs. 


800 Shs. 


1000 Shs. 


1000 Shs.” 


1000 Shs. 


200 Shs. 


RELATLORSEP 


TH ICS 


iN ‘SEPTIVSER 


employee 


employce 


employee 


employee 


employee 


employee 


employee 


employee 


_employce’ 


employce 


iy; 


NUMBER OF 


NAUE AND ADDRESS SHARES 
* John Yardley _ . §24°Shs. 


c/o ILI, Portland lHiouse 
Stag Place 

Victoria 

London S.W.1l. 

England. 


Ronald Jacobs 1000 Shs. 
e/o 10S of Canada Lt 

Terminal Towers Bldg. 
Suite 1510 

800 Dorchester West 
fontreal 2, P.Q. 
Canada. 


Ira Weinstein ; 1000 Shs. 
c/o I0S of Canada Ltd. 
Terminal Towers Blicg. 


Suite 1510 

800 Dorchester West 
Montreal 2, P.Q. . P 
Canada 

William Masse 1000 Shs. 


c/o I0S, 8-8-4.Chome, Ginza, Chuo-Ku 


iaSoass Mia daues 
ZOKYO, vapSsh 


William Norbe 
c/o I0S H.Xx. 
New Henry Ho 
10 Ice House 
Hong King 3.C 


- 21k Shs. 


John C. Bove 1000 Shs. 
Les Rives Bleues 
1197 Prangins, Vaud, Switzerland 


Franklin Holz 262 Shs. 
1261 Trelax, Vaud, Switzerland 


Wellan oe Lean 1,030 Shs. 
Le Chatcau : 
1030 Bussigny, Vaud, Switzerland 


Hilliard Mc Jamore 354 Shs. 
56 route de l'Etraz 
1260 Nyon, Switzerland 


Lance Ocsvald | " 4000 Shs. 
Grand Rue 
1106 Gland, Vaud, Switzerland 


RELATIOUSHIP 
WITH ICS 


IN SRPTIPER 1 


employee 


employce 


employee 


salesman 


employee 


employee 


employee 


employee 
employee 


employee 


069 


HPA 


NAME & ADDRESS 


Jehuca L. Barnstein 

c/o 10S Holland 

6-8 Karrel Doormanstraat 
Rottercen 

Holland. 


Martin Eigen 

c/o IOS Holland 

6-8 Yarrel Doormanstraat 
Rotterdam 

Holland 


Gail Benn 
Villa Belvece 


NUMBER OF 
SHARES 


360 Shs. 


- 1000 


re 
1292 Belmont Sur Lausanne, Switzerland 


Paul Shay 
29 rue é2 Candolle 
1201 Geneve, Switzerland 


Ralph Berens 

- + i “OO ile 
Apt. 161, Tour Residence 
Morges, Vaud, Switzerland 


Moise Loria 58 


William Rosenblith 
Tougins 
Ql Gex, France 


Harold Simoson 
48 Avenue Blanc 
Geneve, Switzerland 


Arnold J. Benton 
5 Donnelly Dr. 
Ridgefield, Conn. 


Dennis Erook 
15, Charo d'Anier 
Geneva 19 


Williem W. Pechle 

Route d'annecy 

7" Saint-Julicn-kn-Genevois, 
Feance 


Elliot Adler 
uhh Vadison Avenue 
New York, New York 10022 


495 
225 
180 
. 


130 


1,000 Shs. 


employee 


employee 


employee 


employee 


- employee 


employee 
employee 
employee 
employee 


employee 


employce 


NAMB & ADDATTS 


‘Howard Burnette 


c/o ILI, Purtland tiouse, 

Stag Place, 

Victoria,Lendon S.W.1, England 
Penny Conner : P 


Moulin de Flies 
Ol Flies. France 


Louis Delwart 
8 Chemin des Vidollet 
Vernier, Geneva, Swit 


Guy Deschamcs 

c/o ODB 

40 rue du Fhone 
Geneva, Switzerland 


Harvey Felberbaun 

c/o ICS Administrative S.A. 
119 rue de Lausanne 

Geneva, Switcerland 


Benjamin Heirs 
c/o ODB 
KO rue @u Rhron 


a+ Cn ed dee mc TD an 
Gcneva, Ewivscrian 


James Larson 
32 Chemin Grige 


webiaeh . 


“Geneva, Switzerland 


Paul Levasseur 
c/o OECD, 2 rue Andre Pascal 
Paris 16e, France 


Guy Lutrell ; 


57 route de Ccllex 
1293-Eell2vue 
at hla! clash lat heacia 


Richard Milner 
Ol Perron, France 


Michael Saltman 
Villa Portier 
Ol Cessy ,France 


Tex Smiley 

17 Chernin du Bouchet 1211 
Petit Saconnex 

Geneva, Switzerland 


Irvins Sternfield 
Ro sidence de Ja Cote 
Morges Vaud, Switzerland 


NUMRER OF 


SHARES 
250 Shs. | 


155 Shs. 
369 Shs. 
160 Shs. 


1000 Shs. 


1000 Shs. 


.180 Shs. 


170 Shs. 


A450 Sus. 


222 Shs. 


130 Shs. 


180 Shs. 


RELATLONSHL 
WITH. IOS 


IN SE SEPT sd ¥ eats IE: 1059 


“employee 


employee 
employee 


employee 


employee 


employee 
employee 


employee 


employee 


employee 


employee 


employce 
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NUMBER OF 
NAME : SHARES 
Themas Sutty ‘ 
7 Cham d'énier 
1211 Geneva, Switzerland 


160 Shs, 


George Taylor 
c/o I.0.S. France 
Ferney-Voltcire, France 


297 Shs. 


Patricia \ 
c/o I.0.S. 

Ol Ferney-V 
Steve Spitzer 148 Shs. 
121 Falliol 

Ap. 415 

Toronto, Canada 


Robert Eonapart 
Via Sutri 26 
Interno 4 

Rome, Italy 


52 Shs. 


Ray Bushnell 

c/o ILI 

“"kortiana tiouse 

Stage Place E ets 
Victoria London S.W. 1 England 


500 Shs. 


Gene Cornfield 1,000 Shs. 
c/o The Hemispheres Development Corp. 
1980 South Ocean Drive 

Hallandale, Florida 33009 


Nina Courson 
Viale Aeronautica 34 
Rome, Italy 


1,690 Shs. 


Ernest Mendler 

c/o ILI, Portland House 

Stag Place 

Victoria, London S.W.1 England 


250 Shs. 


James Pollack 

c/o ILI, Portland House 
Stag Place 

Victoria, London S.W. 1 
England 


300 Shs. 


Nadine Nelson 
Gk Madison Avenue 
New York, N.Y. 


140 Shs. 


RULLATIONSiiIP 
WITa IOS 


In SEPTESZER 1969 


‘employee 


employee 


employee 


salesman 


salesman 


employee 


employee 


salesman 


employee 


employee 


employee 


eee Oo! 


MWio.bom UL Wilih 1YU0 


KANYE & ADDRSS SHARES IN SHIPRMATR OGG 
Mike Rhoades 570 Shs. salesman 
c/o Maurecn Do Prado ee) 
Sales Control World 

119 rue de Lausanne 

Geneva, Switzerland 

Jack Teplitsky 60 Shs. employee 


c/o IIL, Portland House 
Stag Place 
Victoria, London S.W. 1 England 


Jeff Hollsnder 616 Shs. 
c/o 10S of Canada Ltd. 
Montreal Canada 


salesmen 


Martin O'Malley ; 74 Shs. 
c/o I0S of Canada Ltd. 
Montreal, Canada 


salesmen 


fax Schmutter _ +> 306 Shs. 
c/o 10S of Canada Ltd. ° 
Montreal, Canada ‘ 


salesman 


Mary Santos . - ho Shs. —Ss salesman 
c/o 10S of Canada Ltd. 
fontreal, Canada 


David Tucker ~ 31000 Shs. salesmen 
Range Rothechild * 

Division Presram d'investissement 

12 Place Vencone 

Paris, France 


Earle Jonas 344 Shs. salesman 
c/o IOS of Canada Ltd. . é 
Montreal, Canada 


filton Cohen : 336 Shs. . employee 
Indevco ; . 
15S0 South Ccean Drive 

Hallandale, Florida 33009 - 


Neil Giarrat 
German Opera 
119 rue cde L 
Geneva, Swit: 


170 Shs. employee 


2 
re. 
AY 
va 


Reynaldo P. Maduro - 1000 Shs. employee 
Alemcaster 345 Mexico 10 DS : 


Lawrence Wildov 235 Shs. employee 
Tao Hemisphercs Development Corp. 

1910 South Ccean Drive 

Hallandale, Florida 33009 


Luis Conant 616 Shs. salesmen 
10S (HK. ) Ltd. New Henry House 

P06 BOX A 

10 Iee House Street 


——— nl 


45 Ph 


NUMBER OF 


NAME & ADNRESS . _ SHARES 
Bert Gilman ” 160 Shs. 


c/o 10S ef Canaca Leas 
fontreal, Canada 


Antonio Angulo ms : . 40 shs. 
c/o I1.0.S. H.K. Ltd. 

New Henry lious 

10 Ice House Street 

Hong Kong 


F. G. Cirencione 4 shs. 
c/o 1.0.S. of Canada "td. 

501 - 2695 Granville St. 

Vancouver 9 B.C. Canada 


K. Jean Cox ~ +» 60 sh&, 


Lessingstrasse 41 
6831 Plankstadt 


. Germany ‘ a hy 


C. Russell Crosby _ 526 shs. 


c/o 1.0.58. . 
Elizabeth Strasse 25-11 
8 Munich 60 Germany 


A. Culbertson - 108 shs. 


Nalencia, Venezvela 


William Deck 
Ludwigstrasse 8-11 c/o 1.0.5. 
8 Munich 22 Germany 


een ae . 70 shs. 
Kaiserstrasse 6-11 - 
87 Wuerzburg Germany 


Malcolm Fox ar 1000 shs. 


17 Condvit Road 
Flat B-10 
Hong Kong, BCC 


Shelly Freed . 160 shs. 


c/o Overscas Development Bank 
4O Rue ce Rhone 
Geneva 


C. Freeman 3,90 shs. 


c/o Finter Vank 


‘Chiasso, Switzerland 


Ralph Goldstein 60 shs. 
c/o Area Desk South America 

Ferney Voltaire, France or 

c/o Information Services 

P.O. Box A=-262 4 

Quito, Kcuador 


308.shs. 


BN RID AL Aer ree 


WITH ICS 


IN SEFTINSER 


_.. employee 


salesman 


salesman 


salesman 


salesman 


salesman 


salesman 


salesman 


salesmen ~ 


salesman 


salesman 


salesman 


WANE & ADDRESS 
Rat Lc I La 


Donald CD. Grahan 
c/o Servinter S.A. 


3 Avenue Val Duchesse 


Brussels 16, Belgium 


-Ray Grasty 


Marcelo T, Ce Alvear 776 
ree 


- Buenos Aires, A 


Nat Greenberg 


- 18 Buckinghan iiansions 


West End Lane 
= London NY 6, England 


Ward ‘Griffinz 


“Paseo De La. Reforma 2366 
Mexico 10, b.F. Mexico 


Norman Gurov 


Generalanzentur Fuer 1.0.50 
Kurfuerstendama 160 IV, 


_1 Berlin 15, Germany 
_ Peter Gutlon : 

C.C.P.0. Box 641, 
Makati, Ricel D-708 
- Phillipines 


Peter St. Guttridge 
_P.0O. Box 4 
- Pedder Street 
Hong Kong 
_g. Hayden Martin 
fo 1.0.8.,. Ltd. 
119 rue ce Liusenne 
Geneva, Siwitzerland 


—‘Thomas Eeffren 
-Via Deg: Aranci 14 


146 Py 


BUMPER OF 
egee SHARES 


- 148 sti 


"50 shs. 


1000 shs. 


896 chs. 


1000 shs. 


. Castiglioncello, (Livorno) Italy ~ 


- ©. Hallebecs 

- Apt. 50634, 

. Sabana Grance 
Caracas. Venezuela 

Dale Holmgren 

7 Oe BOL 155 
Taipei, Taian 


Robert C. Isensee 


7U shs. 


_ c/o Information Services CIA 


Casilla 429 LYDa. 


Pe Aas. oe. mee 


ea ot mes 


_--- salesman 


REL! TIONSHIE 
“ITH IOS | 
MAPR 


dhe soe ce 


cealesman 


salesman 


salesman 


salesman 


selesman 


salesman 


-—— = 


salesnan 


salesman 


——=— 


salesman 


NAME & A 


Jerold I. 


* Bankhaus 
Kronprin 


~AnYwreaa 
DORESS 
A Sheds 


asee 
zlluenger und Geiger 


sen Strasse 19 
7000 Stuttgert 1, Germany 


Stephen P. Jassinser 
c/o 1.L.2. 
P.O. Box 1054 
ereland Street 


22 West 


Freetown, Sierre Leone, West Africa 


(U.K.) Ltd. 


Roy Kirkderffer 


e706 Tele 


2 a 


London, England 


Peter Krah 
Postfach 786 
87 Wurzburg 2 -— Lahr,-Germany~ 


George Lacske 
Wittunstresse 3, 
7631 Reicherbach-Lahr, -Germany 


_Stanley Bernard Layton 


"+. Mauerkir 


nk~a 
wes 


owenmwe 


8 Munich €0 Germany 


-Robert. Levinsky 
P.O. Box SA-151 


Panama 9 


A 


Republic of Panama 


Richard Lurch 


Graf von 


Paul St. Marcus 


Ve 


et 
Sto 


c/o Sen Welker 


F,0.° Box 


40 


halenstrasse 26 
5411 Neuhaeusel, Germany 


147 pA ce 


7018 Flims-Waldhan, Switzerland 


Maurice Talon” 
Winthirstresse 10 
8 Munich 19, Germany 


Russell i‘cClain 
c/o IVii, Karel Loormanstraat 
Rotterdam, Holland 


George F. Mills 


Kantstrasse 


16 


8 Munich 13, Germany 


6-8 


RELATIONSHIP 


NUMBER OF . WITH 10S 


SHARES IN SEFTEMDER 2 
860 shs. salesman 
340 ‘shs salesinan 
1000 shs. salesman 
20 she. salesman > 
170 shs. salesman 
318 shs. salesman 
450 shs. salesman 
102 ik salesman 
200 shs. salesmen 
20 shs. salesman 
1000 shs. salesman 


salesman 


Republic of 


Taipei, ‘Taiwan 


Silvio Nusa 


8-11 c/o 1.0.8. 
8 Munich, ver Wnassy 


’ Thomas Overton 


Casilla De Co 


Correo Central, Buenos Aires 


Lawrence Palmer 
Bletshstrasse 2 


Wayne Parkinson 
P.O. Box 1876, Bangkok, Thailane 


c/o Indevco 
Ferney-Voltaire, France 
Sonny Pelz 3 
Mexico 20 D.F 
Magda Pratt 


Deutschland GmbH, 
Inmerannst y 


Ferncy-Voltaire, France 


Maurice Rosen 
Servinter S.A. 
3, Avenue Val Duchess 
ssels 16, Belgiun 


NUMBER OF 


SHARES 


536 shs. 


20 shs. 
86 shs. 


312 shs. 


. 1000 shs*". 


732 shs. 


- 262 shs. 


60 shs. 


200 shs.- 


800 shs. 


300 shs. 


RELATIOUSHUTS 


WITH TOS 


IN SEPTEMBER 


salesman 


salesnan 


salesman 
salesman 


Salesman 


salesmari 


salesmen 


salesman 


salesman 


salesmen 


salesman 


salesman 


NAME & ADDRESS 


Felix Ross 

c/o MH. Aminacov 
Prinsensgate 6 
Oslo 1 Norway 


-Joseph Sands 

c/o Servinter S.A. 

3 Avenue Val Duchesse 
Brussels 15, Belgium 


Lionel Schiff 
c/o I.L.1.. Park House 
Lonéon W. 1, England 


Alvin Schleifer 
25 Upper Brook Street 
London W. 1, England 


A. H. Schirzifer 
‘Banque Pariente, A/C A.H. 
5 Rue de la Confeceraticn, 


G. Schultheis 

Agentur Fuer I.0.S. 
Schleissheimerstrasse 270 
Munie': 13, Germany 


George Scott 


c/o 1.0.S., Fine Arts Development 


Ferney Voltaire, France 


Don Shaprow 
Servintcr S.A. 

3 Avenue Val Duchesse 
Brussels 16, Belgium 


Ralph 0. Sherberg 
Servinter S.A. 

_3 Avenue Val Duchesse 
Brussels 16, Belgium 


Ted Shigeno 
CPO Box 600 
Naua, Okinowa 


Gilbert Sid 
’ Carrere 20 
3721 Bogota 
Colo:nbia 


. WAlliam Simmons 
Immannstrasse 6 c/o I.0.S. 
h Dusseldorf, Germany 


NUMPER OF 


SHARES 


506 shs. 


736 shs. 


1000 shs. 


750 shs. 


750 shs. 


Geneva, Switzerland 


202 shs. 


458 wists 


1000 shs 


310 shs.. 


112 sns. 


420 shs. 


162 shs. 


RELATIONSHIP 
WITH ICS 


Ii! SEPTEMBER 165 
In _SEPTE. : 


selesman 


_selesman 


salesman 


salesman 


salesman 


salesman 


salesman 


selesmen 


selesman 


selesnan 


salccman 


MANS. AMD ADDRT 


Mal Soncecck 
Octtingenstrac-. 6% 
8 liunich, 22, u-. ‘any 


James Spolyar 
Ludwigstrasse 8-11, 
8 Munich 22, Ge-nany 


Thomas Staf™: :: 

c/o. Servinte:: S.:.. 

3 Avenue Val Duchesse 
Brusscls 1), Belgium 


Jerome Stevens 
Bondegatah 60 
Stockhola, Swea, 


Lawrence St 


Gassnerst~. MA ae 
8 Munich 2 any 
Ed Thorr. 


Luisenstrasse 23 
62 Wiesbaden, .Gernany 


Ccorge R. van Holden 
Denningers eakd 110-V 
8 Munich 81, Germany 


Richard Watt 

New Henry House Ground Floor 
19 Ice House Street 

Heng Kong, 5.C.C. 


Samuel Welker 

P.O. Box 40 

7018, Flims-Waldheus, Switzerland 
Martha R. Welker 

P.O. Bex 40 

7018, Flins-Waldhaus, Switzerland 


W.Z. Broeuner 


“¢e/o Mary snne Leland 


Appartado 72-876 
Mexico 72 D.F., Mexico 


Steve Zarlcniya 
Taisiartion tle. 60 
Kalanatd , Athens, Greece 


NUADER OF 


110 shs. 


220 shs: 


395 shs. 


152 shs. 


1024 shs. 
56 shs. 
90 shs. 


951 shs. 


~130 shs. 


90 shs. 


312 shs. 


ROLATICNSHT 


salesman 


vipat) 
salesmen 
salesmen 
salesman 


salesman 


a 


salesman 


salesman 


salesman 


NAME AND _ADSIESS 


Patrick Lucier 

c/o Agentur fuer I.0 S. 
Méeuerkxircherstrasse 4 

8 Munich §0 


Davida S. Behar : 

c/o Agencia de 1.0.8. de Panama 
P.O. Box 8240 : 
Panama 7, Republic of Panana 


Paul N. Underwood 


c/o Agencia de 1.0.S. de Panama S.A. 


P.O. Box 6240 
Panama 7, Republic of Panama 


Patrik Brocato 
c/o Finter Bank 
6630 Chiasso, Switzerland 


Mare Binayart 
Via Bevegna 96 
Rome 00191, Italy 


Allan Bogen 
Gleiss Buehlstrasse 10 
85 Nurnberg, Germany 


’ Weldon Bigony 
‘c/o David Martin 
P.O Box, 1523 
Taipei, Taiwan 


Charles R. Bade 
Gegenhaurstreasse 1 
69 Heidelberg, Germany 


Jan Bischoff 
Kursiecfenerstrasse 6A 
5074 Odenthal, Germany 


‘Joseph Brubaker 
Agentur Fuer I.0.S. 
Maverkircherstrasse 45 
8 Munich 27, Germany 


Mauricé Talon 
Winthirstrasse 10 
8 Munich 19, Germany 


Charles Werner 
Helenerstrasse 31 
3 Hanover, Germany 


Bret Davidson 

c/o INTERYOND 

Box 14014 

104 40 Stockholia, 14 Sweden 


ae 


NUMBER OF 


SHARES _ 


1000 shs. 


1000 shs. 


102 shs. 


TH shs. 


288 shs. 
120 shs. 


1000 shs. 


1000 shs. 


RELATIONSHIP 
WITH IOS 


IN SREUE BER 1¢.2 


salesman * 


. Salesman 


salesman 


salesman 
salesman 
salesman 


salesman 


salesman 
salesman 


salesman 


salesman 


a 


salesman 


WANE & ADDRESS 
Edward Hurley 

c/o Sperry Rand 
_NYON, Switzerland 
Shareh Jane Keyser 
c/o Sperry Rand 
_NYON, Switzerland 


Marjorie Agabehov 


c/o I.0.S. idministrative, Geneva 


115 rue de Lausanne 
Geneva, Switzerland 


Karen Hart 


c/o 1.0.8. A@ministrative, Geneva 


119 Pue ce Lausanne 
Geneva, Switzerland 


_sephan MM. Aubert 
/o Maison Mainou 


glessy Vandeuores, Switzerland 


Ralph Dvdrow 

c/o 1.0.S. Administrative 
119 rue de Lausanne 
Geneva, Switzerland 


Maxim Barmet 
c/o 1.0.8. -France 
Ferney-Voltaire, France 


' Ellen L. Bergeron 
c/o I.0.S. France 
Ferney-Voltaire, France 


Alain Bougard 
c/o I.0.S. France 
Ferney-Voltaire, France 


Nikki Burrows 
c/o 1.0.8. France 
Ferney-Voltaire, France 


Michael Castor 
c/o I.0.S. France 
Ferney~Voltaire, France 


Joseph Colonbe 
c/o I.0.5. France 
Ferney-Volcaire, )»rance 


Julictte Conviser 
c/o I.0.S. France 
Ferney-Voltaire, France 


Ina Vicira fe Sa 
e/o 1.0.5. France 


a 


employce 
employee 


employee 


employee 


employee . 


employee 


employee 
employee 
employee 
employee 
employee 
employce 


employce 


NAVE & ADDYTSS 


Isidro De Sa 
c/o I.0.S. France 
Ferney-Voltaire, France 


Myriam Delaby 
c/o I.0.S. 
Ferney-Voltcire, 


Donna Dunn 
c/o I.0. S. France 
Ferney-Voltaire, France 


Olga Folus 
c/o I.0. S. France 


Ferney-Voltaire, France 


Virginia Giebel 
¢.0 1.0.8. Prance 
Ferney-Voltaire, France 


Adler Hammond 
c/o I.0.S. France 
Ferney-Voltaire, France 


Mary Hanrahan ° 
c/o I.0.8. France 
Ferney-Voltaire, France 


Brown Newton Harrison 
c/o I.0.S. France 
Ferney-Voltaire, France 


Timothy Harrison ui 
24 Rue du Font Blanc, 
Geneva, Switzerland 


Denise Herrer 
c/o I.0.S. France 
Ferney~-Volta2ire, France 


Kathleen Ii. Hieber 

29 Chenin de Palettes 
Grand Lancy 

Geneva, Switzerland 


Julia Holz 
- ¢fo I.0.S. France 
Ferney-Voltaire, France 


NUMBER OF 
SHARES _ 


hl shs. . 


28 


92 


176 shs. 


165 shs. 


95 shs. 


119 shs. 


RELATICHSHIP 


WITT ICS 


IN SEPTFYMBER 194 


employee 
employee 
employce 
employee 
employee 
employee 
employee 
wees 
employee 
employee 


‘ 


employee 


employee 


| REDATTONSUIP 
TAME § wee NUMBER OF WITH Los 
NAME & ADDZSS : SHARFS IN SFPTSUBER 


Kellogg J. Hocker aris aed 73 shs. employce 
ef/o 1.0.8... France . 
Ferncy -Voltaire, France 


’ Robert P. Lasson ‘(oes - employee 
c/o 1.0.S. France 
Ferney -Joltaire, France 


Douglas tiackinnon 251 shs. employee 
c/o 1.0.S. France 
Ferney ~Joltaire, France 


Marjorie McG 49 shs. employee 
@70\.1.0.8%.5 


Ferney -Volta 


ee 
rance 
ire, France. 

Nary lcGettigan 31 shs. employee 
c/o I.0.S. France ° : 

Ferney-Voltaire, France 


‘ Emily Milden 34 shs. employee 
c/o I.f S. France ; 
Ferney-Voltaire, France 


‘John Munch . 128 shs. 
c/o I.0.S. France Buc: 
Ferney-Voltaire, 


Luis Munoz <p 128 shs. employee 


c/o I.0.S. France 
Ferney-Voltaire, France 


Frazice 


Mary Cleire Ogaard 133 shs. employee 
c/o I.0.S. France 
Tarney-Voltaire, France 


S cohanie A. Pace 59 shs. employee 
cfo 20,8... France 
Ferney - Voltaire, France 


Riccard Ela Paloscia ° ' * 306 shs. employce 


B.P. 2136 Petit Saconnex 
(1211 Geneva, Switzerland 


Anne Plapinser 34 shs. employce 
c/o I.0.S. France : : “© 
Ferney-Voltaire, France 


Rucotph Platky 68 shs. employee 
c/o Lloyds bank . 2@ Ltd 

Place Bel Air 

1209 Geneva, Switzerland 


[55 PA 


WAMY & ATDROISS 


Paule Ringo 
c/o 1;:0,S8.. France 


NUMBER OF 


_ SHARES 


54 shs. 


Ferney-Voltaire, France 


*Saresta Rosenberg - : 32 
efo. 1.0.8. France 
Ferney-Voltaire, France 


Diana Salaza> . 38 
c/o 1.0.8. France 
Ferney-Voltaire, France 


James Sander alee, 
e700. 1.0.5. ‘ 


Martin S. Sicman 85 
c/o 1.0.8. France 
Ferney-Voltaire, France 


Carolyn Skéhill 65 
c/o I.0.S. France 
Ferney-Voltaire, France 


Mary J. £ 
c/o 1.0.8 
Ferney-Vo 


4g 


xt France 


Roger Thorpe 
c/o I.0.S. France 
Ferney-Voltcire, 


1s1 shs. 


France 


Susan K. Trewbridge 
c/o I.0.S8. France 
Ferney-Voltaire, France 


17 shs. 


Byer Dina 
13625 S.%. 7Sth ct. 
Miami, Florida 33158 


Susan Lorraine Edwards 
611 S.W. 70 Terrace 
West Hol‘yscod, Florica 33023 


Lillian Danker Glenn 
c/o ine dcmispheres 
1960: Ocean Crive 

Hecllandale, llorida 


Vieki Si:ssermen Padectt 
e/o Yhe Yemispheres 
1980 Occan [rive 
Hollandale, Florida 


pa 


RELATIONSHIP 


e 


. 


WITT IOS 


pe 
pore 


employee . 
employee 
employee 
employee 
employee 
employee 
employee 
employee 
employee 
employee 
employee 


employee 


employce 


EPTENSER 196 


RELATICNSHIP’ 


“3 “he ' WUMBER OF WITH 10S 
; NAME & ADDRESS : ; SHERFS IN SEPTEMDER 1°69 
Patricia E. Pavelka “40 shs. employee 


c/o The Hemispheres 
1980 Ocean Drive 
Hollandale, Florida 


Nathan Margulies 36 shs. employee 
ba ee * 
Munich Pre- Process Center - 
Ludwigstrasse 6-4 

‘8 Munich 22 Germany 


fary Lou Darrow 60 shs. employee 
I.0.S. : 
Munich Pre-Process Center 
Ludwigstrasse 68-4 
8 Munich 22 Germany 


Karen Fokken 30 shs. employee 
I.0.S. : ; 

Munich Pre- Process Center 

Ludwigstrasse 8-4 

8 Munich 22 Germany 


Seattle atta 


Ws 


a Patricia Haynsvorth Leary * 139 shs. employee 

a 5 rue ae Colemeier ; . 

z Geneva, Switzerland ; : seas eae.) 
Grace Filorimo , ' §4 shs. employee 


119 rue de Lausanne 
Geneva, Switzerlana 


aan gi 6 


Ann Gregory : 132 shs. employce 
c/o Credit Renco S.A. 

16 Place Longemalle 

Geneva, Switzerland 


eRe Uke 


: 
: 
viet Se, Pease a! » 


Ga’ esd 
Ne ye 


Sue Housman ; _ 78 shs. employee 

c/o 1.0.8. Administrative 

119 rue dae Lausanne 

Geneva, Switzerland 

, David Reese 800 shs. employee 
§ Jahannistrasse 2 A ~ 

85 Nurenberg, Germany 


ae Frances Jorgencen 38 shs. employee 
"8; c/o Harris, Kerr, Forster &'Co. 
“ 420 Lexinston Avenue 
Hew York, new York 


So eT 


NAUR € ADDRESS =. 


Jane Berglund Wet sce 3 
c/o I.0.S. France 
Ferney Voltairc, France 


Iris G. Rett 

c/o William Sayad Jr. 

‘ Nassau, Bahamas 

or POB 8372 Coral Gables, Florida 


Colette Mordo 
26 Rue Dufrenoy 
Paris 16, France 


Marcela Grobmen 
c/o Agencia de I.0.S. de Panama, 
Panama ; 


Keyle Goldstein e 
' Information Services ol ae 
P.O. Box A-262 
Quito, Ecuador 


Evelyn Borner 

c/o George W. Scott 
Immenmannstrasse 6 

4& Dussclécrf, Germany ” 


_Angie Vukovic 

c/o Hemish Munro 

3 Avenue .al Duchesse, Brussels, 
Belgiun ; 


Leo Baumann c/o IOS (Canada) Ltd. 
1253 MeGill College Road 
Montreal 2, Quebec. 


Edwin Leopold 
c/o Sperry Rand, NYCN, Switzerland 


George Scott 
6 Swan Walk London S.W. 3 


' Richard Milner 
c/o ILI, Portland House 
Stage Place London S.W. 1 


Harvey Mitchel 

c/o 10S 

119 rue de Lausanne 
Geneva, Switzerland 


Nel D, Gottlieb fe 
1110 Sherbroot:e St. W 
Montreal, Quebec 


NUMBER OF 


SHARES 


44 shs. 
90 shs. 
162 shs. 
30 shs._ 


35 shs. 


160 shs. 


220 shs. 


3h shs. 


RELA 


TICHSHLP 
Tra. 


Woes TUS 


employee . 


employee 


employce 


employee 


employee 


employee 


employee 


employee 


employee 
salesmen 


employee 


@ 


employee 


emplovee 


§#"% Ulndmps NiLlysoees - BE 
i LYLU Douth eccaen ywriv 


i 
Hallandale, Florida 33099 


Luis Conant 616 Shs. salesman 
Ios (H.R. ) Ltd. New Henry House 

P.O. Box 4 

30 Ice House Street 


I5€ PA 


; RELATIONSHIP 
NUMBER OF WiTH IOS 
NAME & ADDPESS SHARES _ IN SEPTEMEER 1969 


e Hemispheres 
.980 Ocean Drive 
Hallandale, Florida 


ene Cornfield 270 shs. eriployee 


John Parry 201 shs. employee 

c/o 1.0.8. ; ; r 
119 rue de Lausanne 
Geneva, Ewltzerlard 


Paul H. Henson . 230 she. employee 
L-O.8%. Admin, 

119 rue dGe Lausanne 

Geneva, Switzerland 


Mitchell Mayer 225 shs. employee 
c/o Hemispheres : : 

1980 Ocean Drive .. 

Hallandale, Florida 


Herbert Robin : 200 shs. employee 
c/o Hemispheres 
- 1980 Ocean Drive 


T-~ Dawa Qe An “Ff 2 Ae 
HWaliandais, ra0PTiGa 


Seabeb S61 Dee sos Grom + =~ 


Michael 0' Connel 150 shs. =, = employee 
c/o I.0.S. Communications Dept. : 
Ferney-Voltaire, France . 


Jerome Stevens 175 shs. salesman 
Bondegatah 60 . 
Stockholm, Sweden 


Henry Carnegie 600 shs. employee 
44 Champs Elysees 
Paris, France : 


Daniel Deeter sui gees . ; salesman 
8191 Schledcerloh Haus 23 Germany 


Joseph Gold 800 shs. employee 
c/o kr. Selvi 

15 Quai Des Bergues 
Geneva, Switzerland 


ee TS I = a eS = 
=e 


William Haynes 160 shs. employce 
c/o I.0.8. Reeruitnent 
& Training 
119 rue ee Lausanne 
Geneva, Switzerland 


Darry Sterling : 1,000 shs. employee 
4h Chanps Elysees ; 


4 


a ST eee Te eee ee ee SS ee Ty Sia © 
"eVe DUA ATWO VS 


Quito, Kcuador 


ieee 
Documeat 64(é) of Appondy D RELATIONSHIP 


; NUMBER OF WITH IOS 
NAME. & ADDRESS SHARES IN SEPTEMBER 1969 


Burton Wolff 1,000 shs. employee 
La Tourclle 

1294 Genthod 

Geneva, Switzerland 


Irving Adelson 234 shs. employee 
c/o Hemispheres . 

1980 Ocean Drive 

Hallancale, Florida 


Richard Buechner 200 shs. employee 
Mooswiesstrasse 6 - 

8122 Pfaffhausen 

Zurich, Switzerland 


Chuck Lahm 360 shs. employee 
c/o I.0.8., Ltd. . ay 

119, rue de Lausanne pee 

Geneva, Switzerland 


Carl J. Van Tassel 170 shs. employee 
: : 21 rue ce L'Abbe Gregory 
Paris, France 


Paul Heyman 79 shs. _ salesman 
5623 MeSlca> Ave. 


Montreal, 268, Quebec 


Robert Fresh 115 shs. employee 
c/o I1.0.S., Led. - 
119 rue de Lausanne 

Geneva, Switzerland 


#R. Dekoven 104 shs. salesman 
88-221-Wellingten Crescent + 
Winnipeg, Manitoba 


Harold Newell ; 600 shs. salesman 
La Salle Towers a 
20 North Shore Boulevard West 

Burlington, Ontario 


Robert J. Lauria 324 shs. employee 
c/o 5.0.8. ,; Ltd. 

119 rue de Lausanne 

Geneva, Switzerland 


ER. bekoven is the spouse of Max Nekoven, a salesman. Apparentl 
Mr, Dekoven's shares were registered in his wife's name. 


~29 


ey eee peepee esr Se I I I ee ee 


- - 3U- 
wmuskw Ce! ed 


SFOs, BOX 1533 
Taipei, Taian 


Robert C. Isensee 

_c/o Information Services CIA 
Casilla 429 LYDA. 
Cuenca, Ecquador 


__ . 


I60 PA 


NUMBER OF 


NAME & ANDRESS SHARES 


Robert Coorer 982 shs. 
21 Avenue ce 
Geneva, Switz 
Feb Grumann : 245 shs. 
1.6.8. -Administratif : “= : 
Ferney-Vcltcire, Fra 


Kenneth Earcing 1000 shs. 
Overseas % 

40, rue a 
Geneva, Swi = 
Thomas Holland 
EcQome,s Led. 
119, rue ce L 
Geneva, Switz 


147 shs. 


E. Glenn Isa 
e7o: 13055. 


on 280 shs. 
i c 
Ferney-Volta 


re, France 


Robert Jaccbs 296 shs. 
421 Conrad Ra. ; 
Englewooc, N.J. 

Burray ne; 
I.0.S. Fr 
ire, France 


I.0.S. Foundation of Deiaware 662,895 
c/o 1.0.8., Ltd. 

119 rue ce Lausanne 
Geneva, Switzerland 


RELATIONSHIP 
WITH IOS 


employee 
employee 


employee 


employee 


employee 


employee 


vik a 
= ae 


4 J. H. CRANG'€ 
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Husseli «CUsain 1 ~ 
c/o IVii, Karel Loormanstraat 6-8 7 


Rotterdam, Holland 


eS Fee aa 
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a 
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George F. Mills 
Kantstrasse 16 
8 Munich 13, Germany 


Py ia } 
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MATS, ARASCH MANAGERS: and ; * From; wurray J. Howe 
HEL yc REARS AT IVES 
Peugesed Mex dase L.0.8., htds | Date? Aususe 29, iw 


° 
As mentioned previously the above company intends to offer coaunon 


eo? 


shares to the public for the first time. I.0.S., Ltd. is a corporation that, 
through over &0 subsidiaries offers a wide rang> of financial services in over 
100 countries of the world. These services include mutual fund Sales, mutual , 
fund management, real estate development and management, tanking and insurance 
companies. The I.0.S. group of companies has over 3,000 executive and adminis- 
trative employees and over 13,000 salesmen to service over 500,000 clients. As 
the ‘corporate structure is quite comple.:, we would ask that everyone take the 
time to read the Preliminary Prospectus which gives what ve believe to be a 


comprehensive story of the I.0.S. group. 


\. The offering of common shares of I.0.S., Ltd. to the public will 
/ 


total approximately $120,000,000. which will represent 20% of the total nume- 


of shares outstanding of the company, This new issue will be offered in Canada, 
the United Kingdom, Europe and other countr‘es. The Portion that will be offered 
in Canada (all ertiaeed for Canadian distribution only, will approximate 
$15,000,000. J. H. Crang & Co. will be managing underwriter and will form a 
group of 10 to 12 of the leading investment firms in Canada to distribute this 
portion. The Canadian, United Kingdom and European offérings will all be coordin- 
ated to be offered on or about September 24th. The issue price which will not be 
set until 3 or 4 days before the official offering date, will be between $10 and 
$11 per share which, incidentally, works out to be approximately 15 times current 
earnings. vA ; 

You will note in the prospectus, that the capitalization of the com= 


pany is comprised of preferred and common shares. The preferred shares are not 


preferred shares in the traditional sense but rather, a separate class of conuion 
shares. The reason for these preferred shares is simply to accommodate the tradi- 


tional "[.9.S. Stock Option Plan” (sce page 24 of the Prelizinary Prospectus). It 


was extremely important that any restructuring of the capitalization, in order to 


facilitate I.0.S., Ltd. going public, that the then existing Stock Option Plan of 
t 
° é 
the company remain intact. We can assure you that one of the main reasons for 
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Clow an the prospectus. eve are certain restcictions on the conversion of the 
prelervesd .hares FO ceed (ou a i for b basis) that are very beneficial to the 
company. For instance, an employee is not permitted to convert his preferred 
shares to common shares until after he has been with the company for LO years 
(S years in the case of persens 55 years of age) and then, only to the extent of 


10% per annum thereafter (20% in the case of 60 years of age). Incidentally, 


and this is important, when talking price earnings ratio or discussing total 


nunber of shares outstandin,, we talk about total shares outstanding—-both 


preferred and coninon, 

Indications are that tunis issue will be very heavily oversubscribed 
and one of the conditions of the Underwriting Agreement between J. H. Crang & Co. 
and I.0.S., ‘td. calls for Crang & Co. and the dealer group we put together, to 
affect as wide a distribution as possible. Therefore, we would prefer that our 
clients receive allotments at issue pricy of 100 to 200 ohana. In no event is 
any client, including his immediate fami./, to receive in excess of 500 shares. . 
Crang & Co. and any other dealers they bring into the distribution group, under- 
take that they will not knowing” sell, at the initial offering price, to a’ 
citizen of the United States resident in Canada. That they will not knowingly 
confirm shares, at, the initial offering price, to any I.0.S. employee in Canada 
or monbers of his direct family latreek tudly being defined as spouse, sons 
and daughters). The three conditions previously mentioned include, indirectly. 
If, for instance, a United States citizen resident in Canada or an I.0.S. 
employee cr his immediate family suggests that they could order through a bank, 


trust company, et cetera, you are not to accommodate this order. ' 


The gross commission credit will be approximately 34% of the offer- 


ing price. 
We are sure that everyone will find the reading of the prospectus 

most informative as we ‘believe this company has great potential. While you 

will. find it interesting you will also, no doubt, find it most complex and 1 


would suggest you direct any questions to nyscl. or through Jack Leishman. 


However, I would strongly reconmend that the prospectus be read at least 2 or 


3 times before making y.. inquicics. 


We are preparing a sales memorandun which will be available shortly, 


Ay usual, we caution you that orders are nov to be golicited until you are told 


by Head Office. : in: Mass Ey Ped [62 CA 
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ATTN EDWARD ™. COWETT 


BEEN UNABLE TO REACH YOU BY PHONE. BEFORE FORMALIZING 
CANADIAN UNDERWRITING GROUP AND SETTING PERCENTAGE PARTICIPATIONS 
WOULD LIKE TO CLEAR ON THE FOLLOWING 3 ‘ 


1. REGARDLESS OF MULTIPLE OF STOCK SPLIT AND ISSUE PRICEs WILL Z 
CANADIAN PARTICIPATION STILL BE US DOLLARS [TWELVE MILLION “1 ° 
EXCLUDING 10S OF CANADA DISTRIBUTION? 

2. BASED ON APPROXIMATELY 2/3 TREASURY AND 173 SECONDARY AND AN 
ISSUE PRICE OF 10 DOLLARS UeSes WHAT WILL BE APPROXIMATE TOTAL 1/0 tan 
UNDERWRITING? > 


3+ BASED ON 10 DOLLARS U-S- ISSUE PRICE AND TWO THIRDS/ONE THIRD 
OFFERINGs WHAT PRICE EARNINGS RATIO? BASED ON WHAT FIGURES AND y ,- 
WHETHER RATIO IS BEFORE OR AFTER TREASURY OFFERING TO THE Me bs 
PUBLIC?, ." 8 


4+ RE MAXIMUM OF 10,000 SHARES TO **BONAFIDE*’ INSTITUTIONS, THIS 
CONDITION IN THE CANADIAN BANKING GROUP AGREEMENT WOULD IN MY 
OP'"10N RESULT IN TOO HEAVY A PERCENTAGE OF THE CANADIAN 
UNDcRYRITING IN INSTITUTIONAL HANDS. WOULD SUGGEST RESTRICTING C2 
ALL CANADIAN DISTRIBUTION TO THE 1,000 SHARES. CONCEIVABLY THIS 

COULD RESULT IN A FEW INSTITUTIONS GETTING 1,000 SHARES FROM EVERY 
MEMBER OF TiiE BANKING GROUP (12 TO 15) BUT HIGHLY UNLIKELY. 
YOUR COMMENTS? ; 


Se WILL ALL MEMBERS OF THE U.K. AND EUROPEAN DISTRIBUTING GROUP /i#ée2, 
BE RESTRICTED TO NON-CANADIAN DISTRIBUTION, PARTICULARLY THE 
CANADIAN, FIRMS PARTICIPATING? ‘ 


? 


CANADIAN FIRMS WOULD PARTICIPATE IN U.K. AND EUROPEAN UNDER- 
WRITING, WOOD GUNDY, AMES, GREENSHIELDSs PITFIELDs, NESBITT 
AND DOMINIO! SECURITIES. IS THIS LIST-NOW COMPLETE? MARTIN 
BROOKE SUGGESTED MILLS SPENCE-—DID HE MENTION TO YOU? 


ED, HAVE A MEETING WITH BENNETT, ZIMMERMAN ID PRINTER 
TUESDAY EVENING. HOPE TO FILE WIT! TOMMISSITONS PRELIMINARY 
PROSPECTUS WEDNESDAY. 1 WILL HAV. CANADIAN BANKING GROL?, 
TSE AND MSE SET AND REPORTED To You PRIOR TO SEPTEMBER 8TH,» 
WHICH 1 UNDERSTAND 1S THE DATE INVITATIONS GOING OUT TO U.K. 
AND EUROPEAN UNDERWRITERS. ; ‘ ‘ 

iF CONVENIENT REPLY TO ABOVE ENQUIRIES BY TELEX. { WILL 
BE BACK IN TORONTO TUESDAY 2 P.M. TORONTO TIME. 


_ (6344 
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Telex 
Mr. Edward M. Cowett 


10S Geneva 


Re listing LTD. Torontec ed Montreal exchanges, I cruote Drexel Harriman 
via Grayson Murphy. "Love to help you but ---------.- - Therefore listing 
will take place Monday December 29th. For publicity purposes it would be 
helpful if sumeone like yourself or James Roosevelt could be on the floor 
of the exchange that morning. However, if no one is available from Geneva 
I will ask Ira Weinstein to come up. Please let me know. 

“ 


Regards. 


Murray Howe. 
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John Heneghan, Esa. 

Assistint Chief Counsel 

Division of Corporation Finance 
Securities and Exchange Commission — 
Washington, PB. C., 20549 


, Re: 1.0.S., Ltd. 
Dear Mr. Heneghan: 


Ia accordance with your request in our telephone 
convers.ition today, I h.ve forwarded to counse! for I.0.S., 
Ltd., the parent of Investors Overseas Bank, and to counsel 
for J, H. Crany & Co. of Toronto copies of your letter to me 
dated September 8, 1969 though your letter referred only to 
the offering by Investors Overseas Bank. Incidentallv I 
might mention that both of those offerings are secondary 
offerings--offerings of shares owned by shareholders of I.0.S. 
gather than shares to be issued by 1.0.8. 


As I told you on the phone our client, Drexel 


‘ Harriman Ripley, Incorporated ("DHR"), which is heading the 


43 


offering of shares to he issued by I.0.5., is taking un- 
usually.carefil precautions to see to it that none of the 
shares offered hy it or by other underwriters in the syndicate 
_headed by it are offered or sold in the ‘United States or te 
United States persons. Actually, the DiIR Agreement Among 
Underwriters ond the DUR Selling Agreement go even further 
and prohibit sales in Canada or Mexico as we did not want to 

j Xun the risk that any of the shares underwritten by the DHR 


, Syndicate will get across the border from either of those 
“countries to the United States. As stated in our previous 


J. H. Crang G Co. offering_are_ucparate offerings and #e have, 


correspondence the Investors Overseas Bank offering ¥ the 
of course, 10 power to_control or supervise then, |, 


John Heneghan, Esq. September 1i, 1969 


. As you doubtless realize we are familiar with 
the unfortunate history of litigation between I.0.S. and 


the Commission, and both DHR and we as its counsel are 
particularly anxious fer this reason that the offering headed 
made in a way that the Commissian would approve 


by DHR & +23 
of even though it is made completely outside the United State 
and tu persons who are not United States persons. - 


Sincerely yours, 


GM-PM:ad 
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Q Were there pa beneficial effects as a result 
of the I0S offering upon Drexel's domestic operations? 

A I don't think so. 

Q What were the detrimente. 2ffects? 

A Well, the detrimental effects were that when IOS 
got in serious difficulties and it was disclosed that the & id 


application proceeds of the issue had been used for 


purposes other than as stated in the prospectus, that I 
would think that Drexel's foreign securities business 
diminished. 
Q In fact, did Drexel's foreign securities business 
diminish? 
A Yes. 
Q Did the IOS public offering have any effect upon 
other brokerag? firms in the United States? 
MR. BUSCHMAN: Objection as to form. 
A I would have no knowledge of that. 
Q Did the IOS public offering have any effect upon | 
the participation by U.S. firms in foreign offerings? 
MR. BUSCHMAN: Same objection. 
A Aqain, I have 1.2 knowledge. 
Q Did the I0S public offering have any effect upon oa 


the ability of American companies to market their securities, 
i 


abroad? 


c/o Lloyds bank 
Place fel Air 
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Ses 

of the term "agent." 

THE WITNESS: I would like tne question 
read back. 

(The question was read.) 
A I think i+ was generally public information that 

TOS had a certain number of American sub advisers, 

Q Which activit’es of IOS were managed by Americans? 

MR. SCHWARTZ: I object to the form of the Z 
question, | 

lon't know what you mean by “managed by 


Americans." 


{f the witness thinks he can answer it, he 
A I would say IOS' entire business was managed by 


that's what you mean, 

Q Was the fact that Cowett and Cornfeld were 
Americans,in your opinion gene: ally well known? 

A Yes, I think it was, 


Q Did you consider the I0s public offering to be 


a successful one? 


| 
Americans. Cornfeld and Cowett were both Americans. If 


MR. SCHWARTZ: YI really don't see what that 


has to do with the issues of subject matter, jurisdic- | 


tion and class determination. | 
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By Ray VIc. 

Sta? Reporter of Tus Watt Si rret JouRNaL 
ZURICH, Switzerland—The American dollar 
fe going home, and it's being joined by a mas- 
ive flow of other European capital to the U.S. 

The dollars are part of a multibillion dollar 
ord built up by Europeans because the U.S. 
© years was spending, lending and givin¢ 
way more money overseas than it was gettng 
vom export sales and other transactions. Such 
jollars helped to .nance Europe's postwar re- 
overy. 
But now money is so tight in the U.S., as ev- 
enced by. yesterday's “prime” rate in- 
reases, that American banks and corporations 
re willingly paying big premiums to European 
nders to rent those forcign-held dollars, 
allied Eurodollars, mostly for use back home. 

Dollars, though, aren't alone in moving 
estward across the Atlantic. Even in the face 
ceclining stock prices in the U.S.,.uropeans 
re digging into their savings in increasing 
umbers to invest in American securities, or 
s-uropean mutual funds that do the investing 
or them. 
This westward trek of money ts shriveling 
ihe amount of capital, especially dollars, avail- 
ble in Europe for financing expansion and 
rode. “They are sucking money out of the 
romiwork in Europe,”’ says Paul Erdman, vice 
hafrman and chief executive officer of Salik 
bank, Basel, Switzerland. The flow, further- 
nore, is working to push up money rates gen- 
rally throughout much of Europe. 


Salance of Payments Aided 

For the U.S., of course, the capital flow is 
elping to balance the nation’s payments ac- 
jount with the rest of the world. 

The dimensions of the European dollar hold- 
3, and the exact amount being returned, still 
‘e largely unknown, but some estimates are 
vatinable. Alfred Schaefer, chairman of Union 
ank of Switzerland, puts the to‘al amount of 
llars owned by Europeans, or held in Euro- 
an banks, at $23 billion. “About half of the 
hole Eurodollar volume” has been returned 
the U.S., he says. ‘There are signs,” he 
‘ugs, “that the Eurodollar market is begin- 
nz to get a little dry.” 

U.S, banks and corporations are competirg 
scorously for this supply. 

In the first 24% months of this year, U.S. 
anks gobbled up $3 billion of the Eurodollars 
Fhort-term borrowings, boosting their total 
itstanding to more than $9 billion. The inter- 
st rate recently has been more than 8.57%. 
Such borrowings represent a sharp turn- 
ut for the American banks. In past years, 
S. banks have been lending more money 
“erseas than they have been boricvwing bac*. 
nis outf ow of dollars had prompted Govern- 
ent restrictions on American bank lending 
prmoad, 

Tight money conditions in the U.S. changed 
1 that. “The Eurodollar market is the only 
purce of Nquidity stiil available to commercial 
Rnks,"* explains Richard L. Bristow, manager 

underwriting in London for White, Weld & 
o, 
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ieht Money Turnabout 


ankee Dollar Is Marching Home Aga iin, 
Joined by Big Flow of “Suropean Capital 


a for First National Bank of Chicaro, says 
{that “an awful lot of American banks head- 


quartered outside New York which have never|from several hundred. million to a half billion 


bothered with Eurodollars before are now tap- 
ping the market here." 


Overseas Branches Blossom 

Indeed, American banks hare more 
branches outside the U.S. to do the tapping. As 
of last month, 27 American banks operated 
branches overseas, double the number of a 
Scant two years ago. The total number of over- 
seas branches has jumped in the two years to 
333 from 244. 

Corporations, too, have been drawing on the 
Eurepean store, A considerable number of 
companies have been floating bond issues in 
Europe, denominated in sither dollars or other 
strong currencies, to pay for projects overseas, 
in compliance with Government controls on in- 
vestments abroad. 

Total U.S. corporate borrowing on the Euro- 
bond market, as it's called, spurted last year to 
$1.9 billiou from $527 million in 1967, according 
to White, Weld. American Euifobond loans in 
the first two months of this year declined to 
$360 milion from $496.5 million a year before, 
but last year’s figure was bloated by new John- 
son Administration restraints on overseas in- 
vestments. Borrowing in those two 1968 
months, elone, exceeded all that had been 
raised in the 12 months before. 


According to Mr. Bristow: ‘There's no indi- 
cation yet that the ultimate demand has been 
reached in the Eurobond macket.” 


Europeans Begin to Fret 

Some European fiscal authorities are start- 
ing to fret taat the heavy borrowing by banks 
ana compa’iies is pinc’ing the supply of dollars 
available ‘a Zurope. “It already is a very tight 
market,” says an official of Credit Suisse. 
Larry Sullivan, a vice president and manager 
of Chase Manhattan Bank's London office, 
agrees. “‘Eurodollars here are getting a lot 
searcer than they were last year,” he says. 
“The p.ol gets smaller and smaller.” 

European money markets could get a little 
tighter, too. Not long ago, some European cen- 
tral banks were pumping funds into the FEuro- 
dollar market to keep the interest rate below 
8.5¢¢. Today that appears to be a losing battle. 


Last week, for instance, the Italian central 
bank sold lira at a fast clip to gather a supply 
of foreign «xchange lest Italy's liquidity be re- 


Phelps Dodge Unit Says 
It’s Raising Surcharge 
On Copper Products 


Rate Is 114 Cents a Pound Higher; 
Company Also Follows Tubing 
Beost by Kennecott Subsidia-v 


Ry a WA Street Jocanat Staff Reporter 

NEW YORK—Phelps Dodge Copper Prod- 
ucts Corp., a Phelps Dodge Corp. subsidiary, 
said {it's increasing its surcharge on all bare 
and tinned wires and cables, copper in rolls 
(strip), drawn copper (bar), and square and 
rectangular wire. 

The new surcharge will amount to $0.0515 a 
pound of copper content, up from $0.0365 a 
pound of copper content. The increase will be- 
come effective with shipments April 1. 

Pheips Dedge Copper Products also said it's 
following Chase Brass & Copper Co., a Kenne- 
cott Copper Corp. subsidiary, in increasing 
prices on various copper water tube and pipe, 
effective with shipments tomorrow, 
Si handiemner conmer walcr 
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stricted by a dollar shortage. Swiss bankers es- 
timate that the Italians collected anywhere 


dollars. 


The Swiss, inemselves, also are expected to 
go on the market soon to buy a couple of 
hundred million dollars, again to protect inter- 
nal liq: idity. 


European Investment Soars 

Burgeoning European interest in American 
securities is swelling the capital outflow across 
the Atiantic to the U.S. Not even sagging prices 
on U-S. securities exchanges have been able to 
slow the tide. 

“The American market 1s still the only 
gambling house tn town,” says Mr. Sullivan of 
Chase Manhattan. Asks an official of Swiss 
Bank Corp. in Basel: ‘‘Where eise can you put 
{{? There is no other market that can accom: 
modate the funds currently available for in- 
vesting.”* 

Such investments by foreigners in American 
common stocks soared last year to $2.3 billion 
from $757 million in 1967. In 1968, by contrast, 
foreigners sold $333 million more than they 
bought. 

Member firms of the New York Stock Ex- 
change were there to cash in on the trend. 
They operated 233 branches at the end of 1988, 
up from 210 in 1967 and 183 in 1966. 

Mutual funds have been aggressive sellers. 
By one estimate, some 70 funds are orerating 
outside ‘the U.S., chiefly trom such low-tax 
havens as the Rahamas or Panama, 
their shares principally in Europe and the Mid-| 
die East. ‘‘At the present rate of growth there 
will be 200 such funds in another two years, | ‘ 
predicts Rene de Chochor, president of Securi-| } 
ties Management Corp., a Geneva fund distrib- | | =3 ty 
utor that handles the Chase Selection Group’s| - ~*~ 
overseas funds. THEA MAGEN 

The bulk of the money raised is going for | ‘CUN7TiT 
U.3. stocks. Investors Overseas Group, one of|' “"ice} 
Europe's biggest mutual-fund «ganizations, 
single-handedly accounted for a flow of $430 
million to the U.S. last year, according to Fd- |‘ 
ward M. Cowett, executive vice president. 

The company dispatched $350 million in| & «4% 
1967, “and this year we will account for a mini- Mewsrk 
mum contrikution of $700 million,” he asserts, | #04) 482 
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TAX RIVILY OF THE 1.0.8. COMPANIES AND FUNDS 
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UNITED STATES 
sr. 


Mrs. Burge and I had separate conferences with 
Mr. Arthur Feccr (Partner in Willkie, Farr and U.S. tax 
counsel to I.0.S.) and Mr. Matt Tiffart (Arthur Andersen 
man-ger of the T.0.S. audit) in respect of the application 
oz U.S. income tuxes to the I.0.S. croup. Mr. Tiffart 
stated that the I.0.S. group is not subject to U.S. income 
taxes except in respect of the Florida real estate operation. 

Steeeeeenteemeneninieminmmmemenn ee 


1. Perronal Holding Connanv. 
afi Ones £0-GCing Connany 


i. I.0.S. Commanies. Mr. Veder stated that 
the personal hoicing company secriicns are inapplicable, 
Since the shareholder test is not secisfied (i.e. 
5 or fewer individuals co not own sore than 50% 
of the I.0.S. stock). Based upon the Arthur Andersen 
report and the statement of facts in the IRS tax ruling 
request in respect of the 1965 recrganization of I.0.S. 
Ltd., it appears thet the sharefcicer test is not 
Satisficc. Further, even if the sharenolder test 
were satisfied, Mr. Feder stated that none of the T.0.S. 
companies realize U.S. source personal holding companv 
income. ‘ 


b. Funds. Mr. Feder stated that the shareholder 
test would not be satisfied by the funds; and, 
although the funds (e.g., FOF) are held by the i.0.S. 
program, I.0.S. has no beneficial interest in the 
funds. 


2. Accumulated Earnings Tax. 
SELEY SATCS SaArnengs tax 


a. I.0.S. comnanies. Mr. Feder and Mr. Tiffart 
each stated that tie I.0.S. companies do not realize 
U.S. source income, upon which the accumulated 
earnings tax would be applied. . 


b. Funds. Mr. Feder stated that the I.0.S.” 
funds do not sell to U.S. persons, and he estimates 
that undisclosed ownership by such persons is pros 

nat sarge U.S. invest 
would not be attracted to the I.0.S. funds because 
of their “high load". Myr. Rubenfeid and I are of 
the opinion that the accumulated Carnings tax would 
not apply where U.S. ownership, is kclow 5%. 


a 
c 
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3e Doing Pusiness in U.S, 
einen AE RTT, ee 


a. Funds, Mr. Feder and ir. Tiffart cach 
Stated thai tne C. 8. fp purchase U.S. securities 
throuch U.S. brokers (e.c., Arthur ipper), anc tnat 

, <a - “ar a 
such securinics are held byw custocians (ce.g., Bank of 
New York) in New York, but that the principal offices 
of the funds are cutside the United States. Thus, 
the funds would not de sreaved_as_engaged_in trade 


.or business } : 


nas 


c 
~ 
L 


, 


in the United States, as a result of 
wrading in securities in the United States. IRC §8é4 

i). It appears that even though I.0.S. 

bout 20, chwarinur Linner's business and 
‘Arthur Lipper furnishes 1.0.S. with a Gaily comsuter 
Int-out of the net asset value of the funds' port- 
Olios, this would not cause the funds or I.0.S. to be 
engaged in trade or business in the U.S. Mr. Feder 
Stated that neither I.0.S. or any of its sharehoiders 
have an interest in Arthur Lipper. 


v2 VS 


b. I.0.S. Comvanies. Mr. Feder stated that 
L.0.S. execci e 
Or REDty EEE Se><iroser mean seen " — 
that certain services are rendered in New York to the 
‘ I.0.S. group by {upersané Business Associates, owned 
by Norton Schiowitz, a zormer I.0.S. officer, but 
that no selling activities are concucted there. 
. . x ated Re & SUsnc. TSP ra94 i Ss Lr o: . . . 
Mr. Feder stated that some. companies in the I.0.S 
group might be found to be encacged in trade or business 
in the U.S., but he die not” fee] tris vas a preblem. 
He further stated that, except in respect of the 
Florida xcal estate overation, none of the I.0.S. 


companies have taxable income eZffectively connected to 
a U.S. trace or business, even if one existed. lie 
Stated that rone of the I.0.S. companies file U.S. 

tax returns, exccpt in respect of the Florida real 
estate project. Mr. Tiffart stated that he is 
Satisfied that the I.0.S. group is not engaged in 
trade or business in the U.S., except in respect of 
the Florida real estate operations. 


4. Controlled Foreian Corporation. 


Based upon the stock ownership as set forth in 
the IRS ruling sequest in respect of the reorganization, 
and as confirmed by Mr. Feder, the I.0.S. companies would 
not constitute "controlicd forcien corymzorarions". it is 
to be noted, however, that the IkS nas raised the question 


of "CFC" in respect of the audit Mr. Cornfcld's 
individual income tax return. Even if: oUede 
companies constituted CFCs, this would create a 

tax problem only for 10% or more shareholders, it would 
create no tax problem for the corporations themselves. 


a * 


5. Foreiaqn Investment Comnany 


It appears that the Fund of Punds Limited and 
the other funds in which the voting power is held by the 
I.0.S. group constitute "foreign investment companies" 
for purposes of the U.S. Internal Revenue Code, and 
Mr. Feder agrees. However, since the U.S. ownership of the 
equity in these funds is quite small, and since this is 
a problem for the U.S. shareholders of the equity interests 
in these funds, Mr. Rubenfeld and I have decicéed this 
is not a material problem in connection with the under- 
;writing. The problem is that the sain from the sale or 
,exchange of stock in a foreign investment company is 
not entitled to capital gains treatment in the U.S. 


6. I.P.c. 

In the consolidated I.9.S. provision for income 
taxes for 1968 and 1967, a reserve was set up for income 
taxes in respect of Investors Plannine Corporation ("IPC") 
in the amount of 2316,477 and $405,000 respectively. 

Mr. Feder stated that this reflects U.S. income taxes on 
the normal operation of IPC's business for such years. 


As of December 31, 1968, the assets of IPC were 
sold tax-free and the company liquicated pursuant to T2077 
.§337. In ordGer to have come within this tax-free provision, 

the parent corporation must own less than 60% of the stock 
of the subsidiary corporation which is being liquidated at 
the time the plan of licuidation is adopted. Before the 
Gate of the adopticn of the plan of liquidation, I.0.S. 
owned about 81% of the stock o” IPC. In oréer to satistry 
is provision, I.0.S. donated about 33 of IPC's steck to 

Charity on the day before the date of the acoption of 

he plan cf liquidation. The case law indieatecs that this 
technical compliance with the statute is satisfactory. 
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Granite Trust Co., 238 F. 2d 670 (lst Cir 1957), reversing 
50 Fea. Supp. 276 (Db. Mass. 1956); Aveo Mic. Core 25 7.C. 
975 (1956) (N.Acq. 195@-1 Cun. Bull.7);.ana_Dav_& Zimmermann, 
Inc., 26). P. 28 Sl? (3d Cir. 1945). Mr. Feacr Stateu tnat 
in his opinion, which he orally gave to I.0.S., the 
transaction would be treated as tax-free. Nevertheless, a 
risk exists that the Internal Revenue Service might 
challenge the transaction, since its last word on the subject 
was a non-acquicscence in syveo Mia. Corn. Case, althouga 
this occurred over 10 years aco. TE tne IRS challenged the 
transaction, the potential t2% linbility would be about 
$1,700,000. Despite this¢cfisK, Mr. Rudenfeld and i feel 
‘that this would not constituce a material undisclosed tax 
liability. 

Another tax problen existing with respect to 
Ipc is-that the IRS is attempting to allocate about 2183 ,000 
of income to IPS for the years 1963, 1964 and 19635, 
under IRC §482. Hr. Feder stated that this problem would 
probably be resolved by settlement invelving about half 
the alleged deficiency, plus interest. No provision for 
this amount has been created. 
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Bernie Cornfeld in front of his mansion with his Moserati sports car, his Continentay 
(out of range: two small cars) and houseguests Potti Lotus ond Bonnie Hulse. 
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Ousted from his European financial empire, Bernie somehow manages to make do 


By Ivor Navis 


The scene is Gravikall, an impos- 
ing Beverly Hii!s mansion. The drive 
way is in cisarra,’, littered with Lin- 
colns, Maseratis, Nollses, Cadillacs 
and assorted other four-wheeled 
playthings. It’s 8:30 in the ev-ning 
and lights burn in every .oom. The 
front gates are open and whe front 
door is unlocked. Within, the new 
master of Grayhall (he bought it 
from actor George Hamilton for 
$350,000 and is spending as much 
again to knock it into shape) is curl- 
ed up in an armchair, wearing a 
multi-zippered overblouse, _ tight 
pants and soft slip-on shoes. 

Across the hall in the living 
room, which is a Hollywood dezor-- 
tor's fantasy of how an English baru 
nial should look, a tall dark- 
haired girl is asleep with her head on 
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Ivor Davis is West Coast correspondent 
for the London Express. 
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a massive antique desk, her hand 
poised on a telephone dial. She's 
drifted into slumber after dialing a 
Rolling Stones record on a sophisti- 
cated remote controlled juke box. 
Around her, English ancestral por- 
traits in oils, ranging from Henry 
VIII dev 1, gaze upon the hodge 
podge: tie classical Greek statuary, 
the old tapestries, the oriental carnet, 
the mammoth leather armchairs, a 
throne or two and a gigantic French 
chandelier purchased by the new 
owner from his good friend Laurence 
Warvey. 

Across the marble hall is the ine, - 
itabie pool table surrounded by pin- 
ball machines which once saw duty in 
Hugh .i‘efner’s Chicago mansion. 
The den ‘s the most comfortable 
room in the house despite the fact 
that it is frescoes throughout in color 
blowups of one Besnard Cornfeld — 
Bernie in repose, gir.: with Bernie, 
Bernie in the center of a montage of 


pictures of a lady photographed at 
his French Chateau for Penthouse, a 
rival magazine of Playboy in which 
he owns a sizeable chunk. There's 
Bernie at Chateau de Pelly, Bernie at 
his Geneva Lakeside villa that Napo- 
leon built for Josephine, Bernie in 
the pool and Bernie on horseback. 
Once the crown prince and abso- 
luie ruler of Investors Overseas Ser- 
vices (IOS), the mammoth mutual 
fund empire, Bernie Cornfeld is now 
deposed and languishing in self-im- 
posed exile at Grayhall. It's here that 
most of his visible activity centers. 
Bernie sits center stage sur- 
rounded by girls. The only action 
comes from [Tidi Fischer, Bernie's 
redheaded, freckle-faced longtime 
secretary who is fielding phone calls, 


and a young socialite actress who is - 


trying desperately to locate sorie of 
her show business contacts to get 
movies for the Cornfeld retinue’s 
weekend viewing. Didi looks at her in 


mock desperation. 

Silence descends; Bernie springs 
to life —- that is, he opens his eyes — 
and picks up a newspaper; the finan- 
cial page of the Los Angeles Times: 
carrying a story and photo of him- 
self. The United States government 
has just filed a $12'%-million suit 
against him as former of 10S 
for allegedly selling gold without a li- 
cense. 

Bernie: “If they think I've got 
$12% million in the United States, 
where they can get their hands on it, 
they must be out of their minds. 
Thank God for Swiss francs. They're 
going up all the time. This ll drag on 
for five years and at the end of it 
we'll settle for $1.75 apiece and exor- 
bitant legal fees. Don't ask me why 
theyre doing it, 1] long ago gave up 
trying to understand the workings of 
the bureaucratic minds. I called an 
ex-lawyer of mine who is a Federal 
judge and he told me if they really 
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8 J Cornfeld 
‘ad anything they would have filed 
a criminal complaint.” 

The girls stifle yawns; they'd 
know more about a hangnail than a 
mutual fund. 5 

Kelly (an English bird, age 22): 
It's not a very good picture of you, is 
it. Bernie?” 

Bernie: “What with the picture 
and the quote I gave the Times guy 
as a joke — | said it was all a con- 
spiracy between the Treasury Depart- 
ment and the ABA to keep the law- 
yers in big legal fees, and he printed 
it straight — now how does that 
sound for paranoia? The picture 
looks like I'm waiting to be carted off 
to the funny farm. People reading 
this have got to believe I'm ready for 
a straitjacket.”_ 


Bernie uncurls himself and floats 
out into the hallway to pick up Sey- 
mour the basset howiid. Seymour is 
the center of attention due to the fact 
that his master, with his usual 
thoughtfulness, has provided him 
with a girl friend, Sylvia, a three 
month-old basset. But just at this mo- 
ment Seymour has unfortunat dis- 
graced himself on the oriental rug 
and is about to have his nose rubbed 
in the offense. 

It is now 10:55 p.m. Enter Tom, 
the butler, who has put on a dark 
jacket for the occasion and even 
gloves, to announce “Dinner is 
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served.” The dining room is dark, the 
only light comes from the illumina- 
tions over the oils of sailing ships 
which decorate the walls. The center- 
pieces are wicker cornucopias, spill- 
ing gourds, fruit and nuts. No one 
actually sits down together, it’s rath- 
er like one of those old-fashioned 
boarding-houses where at mealtimes 
one comes and goes at will. The pro- 
jected number for dinner has varied 
since 8 in the evening, and now the 
cook has dished up the food buffet 
style, hoping it will go around. The 
host, after looking around and find- 
ing that no one has left a place for 
him at the table, sits in the adjoining 
breakfast room where his current No. 
1 girl, a slim long-haired brunette 
named Peggy Nestor, slips inconspic- 

4 join him. It’s her first ap- 
pearance all evening. 

At the table, Patti the astrologer 
is discussing her poetry with a young 
Elliott Gould type. 

Bernie, having finished his fried 
chicken, gravy, asparagus and 
mashed potatoes (he didn’t drink any 
of the Pouilly Fuisse 1970 served), 
tips in and surveys the scene. 

Bernie: “You see (he says in a 
mock Mittel-European voice), vee 
feed za hungry and give shelter to za 
hom less. “ 


Dinner is finishing. Enter War- 
ren Beatty. 


Cornfeld is never alone. He flits 
from room to room like a ballet 
master, talks in a whisper. 


Bernie: “Vy, iff it iszn’t za fa- 
mous moovie shtar Varren Baytay . 

Beatty, looking like a UCLA soph- 
omore in crew sweater and shoulder- 
length hair, bows low over Cornfeld’s 
hand and the diners begin to disperse 
to other parts of the house. 

Another recent arrivi Minda 
Feliciano, longtime lady in life of 
Michael Caine but now svu.. once 
again. She adjourns to the kitchen 
with Kelly and Debbie (Sharon Tate's 
younger sister) for a smoke. She's 
upset over an English newspaper 
story. 

Minda: “They said Michel left 
me because I was too domest cated. 
I wish they'd stop that stuff. It's just 
over, finished... that’s enough.” 

Only one thing is constant. Corn- 
feld is never alone. He flits soundless - 
ly from room to room. You rarely 
see him approach, like some retired 
dancer who has become the aging 
(he’s 44) ballet master presiding 
over the school in the countryside. 
When he talks it’s usually in a whis- 
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hear what he says. His face rarely ex- 
aivits expression and he never raises 
his voice. He seems a little lost... 
he’s choreographed the whole scene, 
brought the dramatis personnae to- 
gether, but it isn’t really jelling and 
he doesn't seem to be enjoying it. 
He’s watching from the center but is 
strangely not part of it all. 

Before Investors Overseas Ser- 
vices came a cropper in the spring of 
1970, Bernie was its largest share 
holder. His chunk of the action was 
worth $150 million on paper and the 
tiny business he started in a modest 
Paris flat in the early fifties had, by 
1969, well over $2 billion of other 
people’s money under management 
in 17 different mutual funds. There 
were 10,000 salesmen peddling the 
Cornfeld line to 800,000 clients in 
110 countries. 

When Cornfeld unceremoniously 
got the boot and a new team took 
over, 1OS shuddered and almost died. 
Even today it’s having its problems. 
But when the house that Bernie built 
collapsed about him, he didn’t exact- 
ly become a candidate for the poor- 
house. Though he'll live four months 
of the year in the newly acquired 
Hamilton mansion on Carolyn Way, 
the rest of his time is divided be 
tween: 

—The Chateau de Pelly, a 12th 
Century castle on 400 acres at the 
foot of the French Alps, just a 45 
minute drive from his old headquar- 
ters in Geneva. He picked it up for a 
song, $25,000 for a pile of old rubble 
that was little more than a popular 
grazing area for local cattle. He 
pumped $1 million into the place, 
tossed some of his most lavish shin- 
digs there, and built up a distin- 
guished stable. 

—Another nearby castle, which 
he bought for a change of scenery, 
with a couple of acres of lakeside 
view. 

—The magnificent lakeside Villa 
Elma in Geneva, which he may. un- 
load shortly to an eager Arab sheik 
who has just upped his initial bid for 
the house and furnishings from $2 
million. 

—dA palatial apartment in Paris. 

—And a townhouse in London's 
Belgravia. 

Thus completes les residences de 
Cornfeld. Recently he sold his BAC 
112 jet to a Singapore businessman 
for $4 million but still remains fairly 
mobile with a Convair turbo prop, a 
twin-engine Falcon, a Jet Command- 
er, a couple of Rolls Royces, a Mase 
rati or two, a yacht, half a dozen mo- 
torcycles, a Lincoln with bar and TV, 
aad a variety of other wheels. 

He says he's worth thirty to forty 
million — give or take a few. 

It's another day, approaching the 
noon hour at Grayhall. Bernie is 
sprawled on a couch in the den. He's 
completely in black, wearing a long- 
sleeved Oleg Cassini silk shirt a little 
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too form-hugging for his slightly 
bulging midriff. The phones are ring- 
ing, and his personal photographer 
Murray Radin is clicking away furi- 
ously as Bernie explains that lunch 
wi'l be delayed because his man who 
serves it has gone to pick up a bat- 
tery for the Maserati. He thumbs 
through some color pictures of the 
Geneva lake house, tosses them aside 
and begins to ialk about Bernie — 
After the Fall. 

Bernie: “What were merely my 
hobbies in the past — Oleg Cassini 
and Guy La Roche (the New York de- 
signer and the French couturier) and 
the modeling-talent agency in Man 
hattan — are taking up more of my 
time. I've been involved in other busi- 
nesses, as well, and financed still 
others. Of course people say I'm into 
everything. Weekly Variety said | 
was involved in erotic film cassettes 
in Germany. That's nonsense. Now a 
guy like Hefner is in the boob busi: 
ness but he tries for the intellectual 
route. We saw his ‘Macbeth.’ I don't 
go for the gore. It cost $5 million to 
make. I can't see it doing that well. 
But there is a market for erotic mov- 
ies on cassettes because most people 
don't like to be seen going into a por- 
nographic movie house, so there is a 
market. But I’m not involved. I've 
started reading books again for pleas- 
ure, ‘Which I haven't done in 15 
years. All I normally do is read maga- 
zines and business articles so it's nice 
to have time to listen to music, read, 
go to the theater and take off for a 
couple of weeks . . . say to Cuernava- 
ca in one of my planes. 

“I've made some movieg lately. 
The first one had the misfortune of 
winning first prize at the Cannes 
film festival, but it's making lots of 
money anyway. It’s “The Go Between’ 
and the only bad review it had is in 
Screw magazine. I have a major in- 
terest. in World Film Services with 
John Heyman. We've put up the cash 
for that film, and ‘Bloomfield’, the 
picture Richard Harris made in Is 
rael. We're also doing ‘Kidnapped 
with Michael Caine and Richard Bur- 
ton’s Tito movie. Then we're due to 
start shooting ‘Flashman’ this year, 
partially in India ... but it’s delayed 
since India isn’t the best place to 
shoot these days.” 

At 2:45 p.m. it’s time for lunch 
at poolside. Bonnie, Kelly, Debbie 
and Patti buzz around the laden 
table. A fellow called Corky nervous 
ly slips Cornfeld a drawing of the 
new crest which is to go on the yates 
and on two of the limousines. The 
girls group themselves around Bernie 
and luncheon commences. 

Bernie: “Hey, we just had a tele 
gram from Hefner. He's invited us all 
to see Roman Polanski's new film.” 

He breaks off for a brief confer- 
ence with his interior decorator who 
giggles and goes off in search of 
some bawdy faucets for an upstairs 
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bathroom which apparently shoot 
water vertically into the air. 

Bernie: “I collect houses much 
the same way people buy stamps. By 
the time it’s finished we'll have elec- 
tric gates, closed circuit television, a 
muce screening room and 22 bed- 
rooms. But I'm going to have to walk 
out of everything for a period of 
three months, sit down and talk into 
a tape recorder to do my book. There 
have been four books on me already. 
One in German, one in French and 
two in English. The London Sunday 
Times one (“Do You Sincerely Want 
to Be Rich?”) is libelous and I've 
sued them in London. They take 
great pains trying to establish that 
the whole IOS phenomenon was 
shady and sinister but there's noth- 
ing in the book that shows it except 
their say-so. I think we have a win- 
ning suit. It could conceivably put 
the Sunday Times out of business. 
The Bert Cantor book (“The Bernie 
Cornfeld Story”) is just a collection 
of old wives tales and I find it quite 
poorly written, dull trivia. I hope my 
book will be readable and interesting. 
Half a dozen publishers have asked 
for it and there could be a film.” 

From the way Cornfeld talks 
you'd think the days when he juggled 
millions of dollars and bought a bank 
before breakfast are in his past and 
that he’s content to have it so. 

“I do like the kind of life I'm pres- 
ently leading,” he contends, “but I 
feel if there's anything at all I can do 
to help JOS I'd happily do it. I feel a 
sense of responsibility :o help in that 
whole situation if I can. Since ! left 
there’s been no management. Any 
problems they have are easily soluble 
but no one’s solving them They seem 
on a headlong course for bankruptcy. 
I would be prepared to work at it 
without any compensation at all. It’s 
terribly sad to see what's happening 
there . . . sad because I spent 15 
years building it all up.” 

Late that night Leonard Lewis, 
portly and umpteen years on the Bel- 
Air Patrol, sat in the lobby of Grav- 
hall and cast*a wary eye over the 
scene before him. “We're here to keep 
out the unc _uirables. Now these peo- 
ple,” he said, indicating the assem- 
bled threng, “are class. None of your 
riffraff here.” 

Secure in the knowledge of their 
acceptability, Bernie Cornfeld's 
guests, who had been arriving in 
driblets all evening, invited and 
otherwise, devoured hot dogs and fet- 
tucini on paper plates, played pool 
and selected mates. Women outnum- 
bered men four to one. The re was 
much hugging, squeezing and kissing 
going on, the recipient of most of it 
the the house. 
Roman Polanski hugged Bernie and 
Bernie hugged a brunette. 

Those prominent  ex-husbands 
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Patrick (Raquel Welch) Curtis, Rich- 
ard (Natalie Wood) Gregson and 
Tom (Samantha Eggar) Stern were 
towered over by a big blonde Amazon 
in tooshort hotpants. Curtis ended 
up with the blonde, Gregson ended 
up looking acutely uncomfortable 
and Stern spent the evening avoiding 
the screening room, where ex-wife 
Samantha was being seen suffering 
on celluloid in “The Walking Stick.” 
Warren Beatty wandered aimles- 

sly from girl to girl, John Heyman 
looked bewildered and tried to find a 
friend, while Marsha “the White 
@ Witch” read palms in the den and ex- 
plained to anyone who would listen, 
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The guests devoured 
hot dogs and fettucini 
irom paper plates. 


“Bernie lent the house tonight to a 
fellow for his birthday party. They 
invited 2000 so it was called off bu: 
a lot of people showed up anyway. 
Bernie doesn’t mind. He’s our King 
Arthur, our father figure.” 

Upstairs was out of bounds. An 
armed guard sat at the foot of the 
Stairs. A few tender souls dozed on 
couches. Johanna Ray, Aldo’s ex, 
from her vantage point on top of a 
desk, surveyed the scene: com poser 
Leslie Bricusse stuc« closely to the 
rirl he brought and British actor 
John Leyton committed the unpardo- 
nable gaffe of coming and staying 
with his wife. 

Hugh O'Brian showed up late in 
the inevitable tux, looked vainly for 
the host and left. George Sanders’ 
nephew Peter informed his group: 
“Last night there was a coat of arms 
in the corner over there. Today it dis- 
appeared. Hardly a day goes by with- 
out something missing.” , 

Downstairs in the unheated 
screening room a handful braved the 
cold to sit through the film selection 
of the evening. They were joined in 
the last reel by Warren Beatty, who 
woke a girl asleep in the front row 
and proceeded to demonstrate the art 
of screen smooching — for real. 

Despite all the excitement, Bernie 
himself seems bored, a bit jaded, le 
thargic. It’s obvious that his exis- 
tence as simply the paterfamilias of 
a household of enervating transients 
can't continue for long. He's in a 
kind of limbo waiting for Someone or 
somcthing to come along to press the 
go button for the old Bernie to spring 
into action. It's got to happen, it's 
only a matter of time, &@ 


Den is decorated with color enlorge- 
ments of Cornfeld’s fan club, mostly 
girls he is or wos friendly with. With 
Bernie ore current favorites Debbie 
Tate (sister of the late Sharon Tate) and 
model Bonnie Hulse (seated). 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
HOWARD BERSCH, : 71. Civ. 5373 
Plaintiff, 
AFFIDAVIT 
-against- 


DREXEL FIRESTONE, INC., et al., 


Defendants. 


STATE OF NEW YORK 


COUNTY OF NEW YORK 


SIDNEY B. SILVERMAN, being duly sworn, deposes and 


I am a member of the firm of Silverman & Harnes, 
attorneys for the plaintiff in the above entitled action. 
I. submit this affidavit in connection with the pending motion 
relating to subject matter jurisdiction and class action status. 
In the fall of 1973, Antoine Hafner, an attorney 
in Geneva, Switzerland, and three persons associated with him, 
came to my office to discuss the representation of Mr. Hafner's 
Swiss clients who purchased IOS stock at the public offering. 
Mr. Hafner informed me that although a criminal action was then 
pending in the courts in Switzerland, his clients could not 
bring in Switzerland any civil damages suit in connection with 
their rurchases of IOS stock. At Mr. Hafner's request, I 
had sent him a copy of the Honorable Marvin E. Frankel's decision 
declaring that this action could be maintained as a class suit. 


Mr. Hafner asked me if his clients would share in any cecovery 
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obtained in the Bersch action or if it were necessary for them 

to intervene herein. I informed Mr. Hafner that at the present 

stage of the litigation, it was not necessary for his clients 

to intervene, as their rights were protected as long as the 

action remained a class acticn encompassing foreign purchasers. 
Mr. Hafner requested that I keep him advised as to ou 


progress and I have done so. 


Sworn to before me this 
/> & day of April, 1974 


Notary Public 


ROSALIE A. McCOVERN 
NOTARY PUBLIC Store of New York 
No. 23 07x 51590 
Qualified in fing s County 

a ty 
Certificate filed n New York Coun 
Commission Expires March 30, 19/5 
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London, Engtand, 
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A Very Long Way Offshore 


In which respectable financiers strip off their watch chains and 
leap into the warm offshore waters. The techniques and 
consequences of 1OS's competition; 10S, on the basis of a very 


curious prospectus, becomes a public corporation at long last. 


ust as one can select different incidents as the symbolic 
high point of the conglomerate enthusiasm, so it is possible to select 
different moments as representing the offshore idea in its highest develop- 
ment. For sheer theoretical audacity, it would be difficult to surpass Arthur 
Lipper III's idea of towing away a section of the New York Stock Ex- 
change itself to the offshore world. Mr. Lipper thought that if the NYSE 
stuck to its rules about commissions, the solution might be to arrange 
for New York-quoted securities to be traded in Beirut on a new exchange 
organized for the purpose. 

This thought was put forward toward the end of 1968, when a notent 
magic was already beginning to attach to the word “offshore.” But in 
terms of events, 1969 was the miraculous year of offshoreness. It was the 
ytar when, at long last, Bernie and the boys “cashed in”: at the end of 
1969 IOS Ltd., nine years after its formation in Panama City, sold 
of a section of its own shares, as distinct from the shares of the funds 
# managed. When that happened, as Cornfeld said proudly, one_hundred 
members of the company became millionaires—not in terms of the the- 
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oretical “for.iula value” of IOS but in terms, at last, of stock-exchang> 
prices. 

It was also in 1969 that Keith Barish and Rafael Navarro went success- 
fully to the international stock markets with the concept of “liquid reaj 
estate” which made their Gram:o Manager> znt company for a while 
the hottest offshore operation of all. During the summer of 1969, for the 
first and last time, the volume of cash collected by Investors Overseas 
Services exceeded for one month the volume collected by the entire Amer- 
ican domestic mutual-fund business. 

Small offshore funds proliferated, and novel financial principles were 
advanced. Allen J. Lefferdink. for example, said that none of his funds 
would be examined by outside auditors “because the appeal of offshore 
funds is confidentiality.” 

The flavor of the international financial atmosphere in tha‘ | -ar is best 
conveyed by some account of the offshore career of Jcror D. Hoffman, 
a veteran of the sleazier end of the New York mortgage trade. Hoffman 
set out, quite frankly, to emulate the success of Investors Overseas Services. 
And he was IOS’s ultimate offshore competitor—the man who carricd 
the offshore technique past the point of reductio ad absurdum. 

On May 16, 1969, Reginald Maudling, deputy leader of the Conserva- 
tive Party and one of Her Majesty's Privy Counsellors, launched in Lon- 
don a new offshore fund to be called the Real Estate Fund of America, or 
REFA. Mr. Maudling announced that he was President of the new fund, 
which would collect money from international investors and put it into real 
estate in America. The fund would be administered by its Executive Vice 
President, Jerome D. Hoffman. Mr. Hoffman said that REFA would also 
enjoy the services of a number of former Officials of the U.S. Treasury 
ana — ate Department, and of M. Paul-Henri Spaak, ex-Premier of Belgium. 
Hoffman described Maudling as “one of the outstanding financial minds — 
of the world,” and it was true that Maudling’s cabinet appointments in- 
cluded spells as Chancellor of the Exchequer and President >f the Board 
of Trade. (On the Tory return to office in 1970 he became Home Sccre- 
tary.) When Mr. Maudling said that the Real Estate Fund of America was 
a “good and sound investment” it was a view that carried weight. 

A rather different jmpression emerged some eighteen months after the 
launch of REFA, and about twelve months after Maudling resigned from 
it due to the pressure of his political activities. Hoffman decamped abruptly 
from his London base in November 1970 and arrived in Rome, pursued 
by ugly questions from the world’s press concerning the fate of REFA, 
now supposed to be worth $100 million. In Rome, Mr. Hoffman held a 
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hasty conference with some remaining executives, and demolished the last 
of his carefully cultivated air of financial statesmanship. If things got any 
worse, said Hoffman, he was “going to take the money and run.” “You 
guys,” he added, “can look after yourselves.” The Real Estate Fund of 
America, and Hoffman's International Investment Group, which was sup- 
posed to administer it, consisted by then of little more than u couple of 
baffled telephonists and a series of heavily mortgaged properties in the 
United States. 
Jerome Hoffman is a little man, aged about thirty-cight, with a restless 
manner and a high-pitched laugh. This laugh used to punctuate the vague 
but expansive answers he gave when questioned about his financial activ- 
sties. “Don’t worry about me,” he would shout. “I'm growing like a weed. 
Ha-ha-ha-haaa!” Hoffman had been rin out of the securities business in 
New York in 1968 by Attorney Gene ' ' guis J. Lefkowitz, for offering 
mortgages in a “reckless, improvident, and fraudulent manner.” Accord: g 
to Lefkowitz’s staff: “His modus operandi when contacted by a prospective 
client was to require a payment of £500 for inspection of the property to 
- be mortgaged and an additional amount ranging from $2500 to $25,000 
- for a ‘feasibility survey. . . .’ All of the fees totalled more than a million 

dollars. . . . Hoffman and his companies actually obtained mortgages for 
> only three applicants in the last two years.” 

Part of Hoffman’s elaborate corporate fagade was something called the 

~ Institutional Monetary Trust, which was supposed to be making a $25- 
million securities offer in 1968. The trust did get as far as producing a 
serious-looking prospectus. This named Holmes Brown, a former Director 
of Public Affairs for the Office of Economic Opportunity, as a trustee, 
and recorded that the firm of Ross, Stamer, Wolf & Haft were special 
counsel to the trust. But before it could raise any money from the public, 
Attorney General Lefkowitz brought charges against f.offman. Hoffman 
~ denied them all, but rather than fight he signed a consent decree which 
banned him from the securities business in New York. He then took 
of into the offshore world, asking (according to his later publicity mate- 
nal), “Anyone know where I can get two rooms in Paris and a 1956 
Chrysler converuvie/ 

There was nothing in Hoffman's record and little in his manner under 

questioning to suggest that he could or would run a viable fund business. 


However, Reginald Maudling was not the only prominent man who joined 
Hoffman. Robert Wagner, former Mayor of New York, agreed to become 
Chairman of REFA’s companion fund, the Fund of ihe Seven Seas, or 
FOSS. Both Maudling and Wagner became shareholders in the company 
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formed to manage these two funds, called International Investment Greup 
Ltd. 

Both REFA and FOSS called themselves open-end funds, and in doing 
so REFA ran counter to the regulatory principles of the British Board re 
Trade,* the governmental department responsible for investment com. 
panies. The Board of Trade, working in this case on similar lines to the 
SEC, says that no fund that promises to redeem its own shares can inves 
in land or buildings—on the ground that, unlike shares, buildings canme 
be swiftly and objectively valued, and often can10t be sold expeditiously 

The prospectus REFA offered to investors was distinctly vague, and 
that of FOSS, which consisted largely of pictures of ships owned by other 
people, was possibly the most ridiculous ever put out by a financial orga 
ization. Yet both bore the name of a respectable firm of lawyers in the City 
of London, Joynson-Hicks and Co. The fact was that ncither of the 
International Investment Group’s funds were susceptible to British law 
or regulation, even though IIG proposed to administer them from Londua 
The two fund companies were registered in Hamilton, Bermuda, and thx 
management company—in which Hoffman made his distinguished cd- 
leagues sharcholders—was registered in Liberia. 

The her .* of Joynson-Hicks and Co., Lord Brentford, formerly a Tory 
MP, director of an insurance firm, and Chairman ot the Automoti 
Association, served from the start on the Board of IIG Management. Se 
did his son, the Honorable Crispin Joynson-Hicks, so did Maudling. 
Holmes Brown, Dixon Donelley (formerly an Assistant to the Secretary 
of the U.S. Treasury), John F. Lang (a New York lawyer whose fizra 
represented the British government in the Torrey Canyon oil-pollutwa 
dispute), and other respectable folk. 

If the structure of IOS was flexible, that of IIG was primitive. The 
arrangements for safeguarding the customers’ money were so sketchy **3* 
late in 1970 Hoffman was able to admit breezily that he had shifted “a 
couple of million dollars” of REFA money into the Investment Bani. 
Zurich. This was a very small Swiss bank which Hoffman was about 
take over personally. (In the end, he never finished paying for the shares D 
The nature of the IIG sales operation, a rough-and-ready copy of the 10% 
model, was made plain by Guillermo Gutierrez, IIG’s Latin Amerxa3 
sales director, and an IOS veteran. Asked how many countrics his sales wr 
covered, he said, “Twenty-nine.” Asked in how many it was legal to =i 
the fund shares, he said, “Only two.” Gutierrez said that one of his 2% 


* Renamed the Department of Trade and Industry in 1970. 
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men was accustomed to getting money out of Brazil by canoeing across the 
river into Paraguay. 

In July 1969 one of the present authors revealed the facts of Hoffman’s 
background in New York to Mr. Maudling. Some of these facts were ap- 
parently known already to Holmes Brown and John Lang in New York. 
Yet neither Mr. Maudling nor the others chose to resign. Maudling re- 
mained a shareholding director of IIG Management, the basic Hoffman 
company, for another two months, and when he did resign, he did not ex- 
press any doubts about the IIG operation. On the contrary, Maudling gave 
Hoffman an open letter repeating that REFA was a good, sound invest- 
ment. John Lang, Holmes Brown, Lord Brentford, and Crispin Joynson- 
Hicks remained through most of 1979.* 

Without his eminent supporters, it is difficult to believe that Hoffman 
could ever have floated his enterprise. As it was, he kept it swimming long 
enough to collect $9 or $10 million, which was parlayed via some hefty 
mortgages into an alleged $100 million in American real estate. How was 
it possible that Hoffman could be taken seriously at all? 

It was possible in general terms because Bernie Cornfeld and Ed 
Cowett had more than $2 billion under their control by then, and had been 
in business for ten years without their company blowing up. Financial ex- 
perts were willing to admit privately that IOS’s fortunes were probably 
built upon flight capital, and much of it illegal at that. Few of them found 
that worrying. Evzn fewer were impressed by the complaints of the SEC 
“afl, who were widely regarded as kill-joys. And beside the general in- 
txration of the IOS spectacle, people were beginning to understand just 
how profitable a business it could be to run a company managing offshore 
mutual funds. From that realization proceeded the idea that the shares of 
tech fund-management companies might be very interesting propositions 
ickced. It was, as it happened, Gramco rather than IOS which first drove 
home to the international financial community the attraction of the mathe- 
®atics involved. At the same time, the Gramco story—and the careers of 
*"ne other newcomers—drove home a rather different point to IOS. This 
Was that one of the things that was unregulated offshore was the competi- 
bua, 

The funniest effect of the appearance of people like Hoffman and Leffer- 
ak was the Suggestion that the offshore funds should get together and 
voluntary regulatory body. This offshore “Securities and 
t ‘change Commission,” predictably, never got beyond the discussion stage. 

Even Gramco, which collected $250 million in three years, did not be- 
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come big enough, as had IOS, to make a significant difference to invest. 
ment markets and foreign-exchange balances on its own. But IOS's com- 
petitors were important chiefly because of the effect that they had upon the 
self-confidence of IOS. Hoffman was the crudest of them. Gramco was the 
slickest, and the one that worried IOS most. 

Gramco’s best-known director was Pierre Salinger, John Kennedy's 
friend and press secretary. Salinger was joined in the Gramco promotion 
by several lesser eminences from JFK's administration. There was Richard 
K. Donahue, once special assistant in the White House; William P. 
Mahoney, former Ambassador to Ghana; Ivan A. Nestingen, onz-time 
Under Secretary for Health, Education, and Welfare. And the rhetoric of 
its principal promoters, Barish and Navarro, made Gramco sound more 
like some crusading political party than a financial concern. 

Gramco’s publicity said that Rafael Navarro possessed “a breadth of 
vision ~n the social problems of today that is astonishing in a man so 
completely devoted to his work.” Barish was described as a man “who 
wants to put money to work for people, and who glows when he talks 
about it.” “I like to think,” he said, “that we are engaged in a system 
that used money for social good . . . to prevent economic injustices, and 
make the world a better place.” Barish, it was said, had “larger goals 
than merely making a lot of money.” 

He did, however, make a lot of money. Barish made his start in business 
at eighteen, when some friends of his were trying to start a bank in a Miami 
suburb. The Banking Commission thought that the district already had 
enough banks, but Barish persuaded the Commission otherwise. A clue to 
his powers of persuasion lies in the fact that he had already served a term 
as a White House “intern,” traditionally a job for a youth who has some 
influence in his state and aspires to more. The upshot was that Barish be- 
came a shareholder in the new bank while he was still so young that his 
mother had to atterd sharcholders’ mectings on his behalf. 

Together with soine associates from the bank, he formed Gramco, under 
its original name of the Great America Management and Research Cor- 
poration. But Barish developed ambitions that outran the visions of his 
former banking colleagues. He parted company with them, teamed up with 
Rafael Garcia Navarro, and abbreviated Great America, etc., to “Gramco.” 
The Gramco literature asserted that Navarro had previously been a “high- 
ranking career diplomat,” when aged only twenty-one. (His father was a 
Prime Minister of Cuba in the declining years of Batista.) 

Barish and Navarro were obviously impressed by offshore possibilities. 
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When they started business in 1967, they employed some of the same 
devices as IOS: the salesmen were called Associates, were graded in a 
similar fashion, and were offered a similar stock-option plan. The tech- 
nique of decorating the Operation with eminent names was reminiscent of 
IOS—and a certain number of the Associates were people tempted away 
from Bernie. 

What tempted these men was the prospect of selling Gramco’s “product,” 
one even more audacious than anything which IOS had produced. Accord- 
ing to their own account, Barish and Navarro toyed with the simple mutual- 
fund principle and with a fund on funds before they decided to concen- 
trate on the idea of “liquid real estate.” The pitch on this, put over with 
great polish, was that it offered safety, coupled with steady capital growth 
—and by 1967 there had been enough ups-and-downs on the world’s stock 
markets to make the pitch attractive. 

The straight legal problem of offering an open-end fund with nonliquid 
investments was overcome easily enough. Barish and Navarro’s basic com- 
pany was Gramco International SA, registered in Panama. It controlled 
Gramco Management Ltd., a Bahamas company, which was the sole dis- 
tributor of shares in the “United States Investment Fund,” also registered 
in the Bahamas, and known usually as “USIF Real Estate.” The admin- 
istrative HQ of Gramco Management was in London, which was handy for 
banking services, but no sales were undertaken in Britain. The main sales 
efforts were in West Germany (which had no developed fund law when 
Gramco started business), the Middle East, and Latin America. 

Overcoming customers’ doubts about the liquidity of a real-estate fund 
might have been more difficult than the legal obstacles. Much solemn 
hocus-pocus, some of it untruthful, was addressed to the problem. 

Gramco carried to a high pitch the device of baldly reconciling opposites. 
For instance, they assured the public that USIF valuation methods were 
“at the same time orthodox and revolutionary.” But the main reassurance 
was that Gramco promised to keep a proportion of fund assets in cash, 
ready for repurchases. The ratio of cash to real estate was supposed to 
have been settled after “careful analysis of liquidity requirements of U.S. 
and international funds on an historic basis.” However, having started out 
with a promise to keep 30 per cent in cash, Barish and Navarro quietly ad- 
justed that downward to 20 per cent while pretending that such had been 
their idea in the first place. 

This growth was aided by a quintessentially offshore device. Real estate 
was depreciated for U.S. tax purposes, and then written back when cal- 
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culating the fund’s growth. Thus assets which were losing value in one 
set of books were gaining value in another. Price Waterhouse, the USIF 
auditors, did not put their name to this device. 

Doubts about liquidity were overcome so successfully that by 1949 
Gramco could claim that its fund was the largest single buyer of Amerkaa 
real estate. USIF, directed by Gramco, bought the NUS building in Wank. 
ington, D.C., Clermont Towers in Manhattan, 1000 Lakeshore Drive in 
Chicago, Troy Towers in New York, the Arizona Title Building in Phoeniy, 
and that conglomerate shrine the Ling-Temco-Vought Tower in Dallas 
Texas. 

The Gramco salesmen claimed to be selling the “perfect investment,” 
and, suitably enough, one of the Gramco sales contests was called the Bes 
of Both Worlds Contest. The pitch even had a pleasing ingredient of cau- 
tion in it, for the customers were told that, although their moncy wos'd 
rise in value with the inexorable rise of the U.S. property market, there 
could be no pretense that it would rise as fast as the hottest sharcs on the 
stock exchange. They were not told that they were paying for a strxtue 
which gave Barish, Navarro, and their friends an investment of a «+t 
which would rise considerably faster than the fastest stocks on a2 bwes 
market. 

A sales load was taken, of course, to feed the Gramco sales force, and 
there was also a management fee. But, far more important, the customncry’ 
money had to bear a brokerage charge of 5 or 6 per cent of the va‘ 
of all properties bought in the United States. And as Gramco did me 
use real-estzte brokers but made its own direct purchases on behalf «@ 
USIF, Gramco Management Ltd. appropriated the brokerage itself. 

At this point, leverage was applied to the customers’ moncy. USIF, bis 
most property purchasers, bought on mortgage, borrowing between thre 
and four dollars for each dollar of fund monfy. But Gramco tat < 
brokerage fee on the full price paid for the property. Thus if the fond 
bought a building for $5 million cash and $15 million borrowed, Gram 
took § per cent of $20 million, or $1 million. In this way, over the tow 
and a half years to June 1970, Gramco Management took $43 mise 
out of the USIF Fund for its own profits: roughly 17 per cent of all 
money the customers put in—after the deduction of sales loads. The rt 
sult was that Gramco Management Ltd., so long as the flow of cash ae 
tinued, was a sensational money-making device. And as if the ae “ 
namic were not enough, USIF’s growth was stoked with another mpeee® 
application of leverage: Gramco arranged for its customers to by) Ls! 
shares on credit. 
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The finance for these loans was obtained from the same banks in which 
the famous liquid-cash reserve of the fund was deposited. Indeed, the 
banks were persuaded to make the loans by the inducement of receiving 
the deposits. Security for such loans was, of course, the new USIF shares 
which were bought with them. 

A number of observers pointed out the hair-raising circularity of this 
arrangement. In the event of redemption demands, Gramco would have to 
take its deposits out of the banks to meet them. Would not the banks then 
call in the loans they had made —and as the security for those loans were 
USIF shares, would this not lead to further redemptions? It was the 
financial equivalent of what electronic engineer “positive feedback.” 

Both Gramco and their banking expert, M | Gillies of Sassoon 
Banking in London, maintained this was not so. Despite their protestations, 
the suspension of bank liquidity closed the USIF Fund in the end. But, 
until that happened, it did look as though Barish and Navarro had devised 
something that made Cowett and Cornfeld look like savings-bank managers, 
Gramco Management Ltd. was able to claim, for the first quarter of 1969, 
profits at a rate of nearly $1 each per share per year—on shares with a 
face value of 5o0¢ apiece. And that rate had doubled over the same period 
in 1968. Of this income, 86.6 per cent had come from “fees for services 
performed in connection with the acquisitions of properties,” and as 
Gramco was expecting the value of USIF properties to shortly top $1 
billion, it seemed that the rate of return must continue to double, or more, 
every year. 

Now was clearly the time to sell off a slice of Gramco Management’s own 
magical shares, as against those of the fund. The results of the sale are 
tecorded best in Barish and Navarro’s own words, reviewing the progress 
of their parent Panamanian company at the end of 1969. 


In the course of the year we have passed many historic milestones. Per- 
haps the most noteworthy was the public offering, in May, of 10 per cent 
of the shares of Gramco Management, a subsidiary of International and 
the impressive response aroused . . . in the international financial com- 
munity. The shares of Gramco Management were initially offered at Sto, 
and the company has now been given a value by the market of $ 170.000, 
000. Since 90 per cent of Gramco Management is owned by Gramco 
International. we believe this constitutes a sound basis for the continuing 
Prosperity of International. . . . 


The launch of the Gramco Management shares was managed by Sassoon 
and by Crédit Commercial of France. The price of $to per share was 
Underwritten by seventy banks and the list included many distinguished 
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financial names. From London, there was the Westminster 


Bank, one o¢ 
the “Big Four” British banks; there was Reginald Maudline’s firm Kkos 
wort Benson; there was S. G. Warburg, Samuel Montagu, and Nou 


Rothschild and Sons (the London Rothschilds). There were bie War 
Street names, such as Locb, Rhoades and Bear, Stearns & Co. These =e 
Julius Baer International, controlled by the biggest Private bank in Zura 
and there was Banque Lambert of Brussels which had once dechined us 
act for ]OS’s “International Investment Trust.” There was Fleminge-Sccs, 
representing the combination of the Compagnie de Suez with the fotte-¢ 
of Robert Fleming, pioneer of the investment company. There way Han, was 
Rothschild from Paris, the Berliner Handelsgesellschaft, Slavenbure’s K:-) 
from the Netherlands, the Vereinsbank from Hamburg, and filty thee, 
more. All of them were able to take up Gramco Management shares a 
$10 less the underwriters’ discount of 20¢, and rescll them almumy 15 
Sstantly. At one point, these Bahamian shares were trading at $20 exh 

Eightcen months later, they were worth $2, if you could shift thera 
But that was after the hurricanes had blown through the offshore wotd 
At the time it was done, the cashing in of Gramco was a triumph. It fare 
an air of credibility even to the absurd Hoffman, who, it was they; 2, 
might manage some similar feat. It cast some magic on almost every oe 
of the seven hundred fifty-odd international funds that were listed in th 
Fund Guide directory, from the Antilles Mutual Fund of Saint ‘Thomas, 
Virgin Islands, and the Casino Fund of Curacao, to the Internataenal 
Whisky Fund, conducted by Highland-Dunes Scotch Investors, of Great 
Neck, New York. 

But for IOS men it was galling to have to watch Gramco sprint frees 
launch to cashing in within two and a half years. And what made it weve 
was the knowledge that Barish and Navarro owed much of their creditlccs 
to the yery existence of 10S. 

One effect on IOS was to make Cowett and Cornfeld search even mee 
eagerly for new investment devices that would rival the astonishing props 
tion which Gramco was offering the customers. The threat of being out s! 
in the offshore competition forced 1OS to look for yet bigger, theref.ee 
yet riskier, advantages to offer to its Prospects. In the offshore world, # 
someone else offered the investors the moon, you had to offer them th< 
sun. 

-~ Also, Gramco shook IOS confidence because a lot of IOS salesmen hat 
been waiting impatiently to “cash in” with their shares. They were anrcy 
“that someone else should get in ahead—and it was clear that unless 1% 
Lone were able to cash in soon afterward, the bonds of loyalty might stat 
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to fray. (In 1967, IOS had to damp down impatience by offering to buy 
back 10 per cent of any shareholding at the “formula price.”) How did 
it come about that the upstarts from the Caribbean were allowed to get 
to the market before the pioneers? 

It sounds paradoxical to say that this was because IOS was near to 
financial collapse in 1966-1967. But it is strictly true: when Gramco made 
its dash, on the figures IOS was in no condition to sell off, to other than 
its own salesmen, the shares of the parent company, IOS Ltd. (SA). That 
year, as IOS was tossed out of country after country around the world, 
sales of IOS funds fell, while the decline in stock prices further eroded 
what_was left. Nevertheless, the sheer bulk of the IOS funds remained 
impressive. But while even sophisticated financial minds tend to assume 
that where there is much money gathered there will be profits also, this is 
not inevitably the case. There may well be no profits of the sort that can 
be set out in accounts, and sold off in a share issue. 

_When Gramco started operations at the beginning of 1967, IOS was 


RR : ; ; ; 
‘cecling from a series of blows: the serics of expulsions; the loss of Brazil, 
the biggest market; the trouble with the Swiss and the hasty, expensive 
move to Ferney-Voltaire; rescuing salesmen, bringing them back to Geneva, 


and, in many cases, supporting them till new field operaticas could be 
mounted—all this was an expensive business. And there was also the 
costly process of bringing in James Roosevelt’s lawyers and ex-civil serv- 
ants. Operating expenses (as distinct from commissions paid to salesmen) 
took 2_74-per-cent jump in 1967, while revenue from sales went up by 
only 11 per cent (it had been 40 per cent the year before). 

By the end of that year, as we have seen in Chapter 14, IOS was giving 
away one-quarter of its net income from sales operations. 

Like many developments in the IOS saga, the Latin American disaster 
shows up in the history of the <ales force. The force almost doubled in 
size between 1964 and 1965, went up 50 per cent in 1966, but during 
1967, increased by only 16 per cent. 

The result of the mid-career crisis was that IOS lost money in 1967, 
on the item it called “sale and management of mutual funds.” The loss 
was quite small—$635,000—but it was only recouped by the profits of 
the insurance companies, the banking operations, and the revenues IOS 
appropriated from the FOF Proprictary Funds system. This last came 
largely from “performance fees”—i.e., 1OS's slice of capital gains made 
with the fund money, rather than the regular fee for managing the moncy 
anyway. 


Sales volume expanded again as soon as the machinery of stock options 
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and overrides could be applied to new markets. And the rate of increase 
of the sales force recovered also: 28 per cent in 1968 and 50 per cent 
in 1969. The great discovery, of course, was Germany, and by 1968 the 
sales, in terms of cash and commitments together, had risen to $1.7 billion, 
with an even more astonishing rise in 1969 to $3.2 billior. But sales 
volume alone, especially in terms of “face value” of programs sold, would 
never make IOS Lid. itself enormously wealthy, because the greater part 
of the revenue from sales loads would always go to the salesmen in 
commissions. 

Indeed, the simple expansion of sales carried great dangers, because as 
time went on the override system became more and more heavily laden 
with sales bosses, who were drawing large sums of money on other people's 
commissions. Between 1967 and 1969, the percentage of sales charges 

/going in commissions rose from 61 per cent to just over 70 per cent. As 

{1O0S’s Canadian brokers, J. H. Crang & Co., put it, “The progressive build. 
Jup of a structured sales organization involving multitiered management 
Uevels increases the proportion of total volume subject to maximum com- 
mission rates.” 

Yet even if the sales expansion was becoming progressively more dan- 
gerous, there was no possibility that it couid be controlled—at least, noe 
before “the Apocalypse,” as IOS men later called the events of 1970. By 
the later 1960s, the working of the stock-option plan had put powerful 
blocks of IOS shares into the hands of men whose personal income_yas 
related very precisely to the sheer volume of sales. Toward the end, in 
early 1970, there was an attempt to have a “self-denying ordinance,” under 
which personal commission incomes would be limited to $250,000. But 
even though the roof was falling in by then, the idea was killed by the 
sales bosses. And in the logic of sales, they were right, because the whok 
motivational structure depended upon the idea that any sacrifice was 
worth while to achieve an override structure: that if you sincercly wanted 
to be rich, you could win a source of wealth which would be limited only 
by the size of the new markets you could find and exploit. 

This was the other side of the feudal structure of IOS. Like barons, the 
sales bosses remained loyal, in return for grants of territory and income 

(they were not interested in obeying the sort of rationalistic, bureaucrats 
rules that are necessary if a modern corporation is to control and organize 
dits profits. They were not likely to be impressed by the suggestion that 
dividends could be paid on IOS shares only by reducing commission str 
tures. For the most part, the sales bosses were. the shareholders, and 19 4 
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choice between commission income and share income, commission in- 
come would always win. 

Until the Apocalypse, Cornfeld remained much the largest single share- 
holder. But this gave him the power to punish and reward only as between 
individuals: be could not impose unwelcome restraints upon a whole -lass 
of men. Cornfeld could exercise the sort of control that a medieval prince 
could when leading a crusade. He could indicate the rough direction in 
which the crusade should head. He could furnish an inspiring personal 
example and help to build up a lot of ideology about overcoming the 
infidel, rescuing the Holy Places, and so on. When the crusade happened 
upon some succulent piece of territory he could apportion it to this baron 
rather than that one. But he could not afford to suggest—even if it occurred 
to him—that there should be any restraint upon the acquisitive process as 
such. 

But however expensive the IOS sales force might grow, it could provide 
a huge bulk of money for Cornfeld and Cowett to Operate with. Surely, 
the weight of hundreds of millions of dollars must be able to produce 
profits for IOS, more than enough to compensate for the cost of the sales 
force. It was only a question of Organizing the right leverages. 

One basic approach was to search for exciting short-term capital gains 
with the funds, and to appropriate “performance fees” as a reward. This 
was done at first by putting money into stock-market Operations, under 
conditions which virtually forced the managers to speculate.* When it 
became harder and harder to wring short-term capital gains from the 
stock market, IOS reacted in several ways. 

One was to launch a new stock-market operation, which was frankly 
labeled as involving “more risk” than previous ones. The new vehicle was 
Venture Fund (International), launched in April 1969, partly as a re- 
sponse to salesmen who were clamoring for a new vehicle to sell, because 
they were worried by the rise of Gramco. Venture International quickly 
attracted over $100 million and within eight months it had spest $23 


million—a quarter of its investments—on unregistered securities. 


Another reaction was to get into real-estate promotion, but, whether 
from pride or caution, IOS would not emulate Gramco in building an 
open-end fund around real estate. Indeed, Ed Cowett went so far as to 
expound the dangers of the practice, and said that it was because of it 
he was at Odds with his Harvard friend Lew Kaplan, who was General 
Counsel to Gramco. IOS's answer to “liquid real estate” was launched on 


* See Chapter 17, “The Master Financiers.” 
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June 20, 1969: Investment Properties International, a closed-end Property 
company with a capital of $100 million in nonredeemable shares. cn 
characteristically, kept all the voting shares for itself.) Investments sere 
already on hand for the new fund, because IOS was building a series cd 
costly apartment blocks at Playamar in Spain and Hallandale in Fltata 
The idea on the birth of IPI was neat: the fund investors would own the 
developments, and the apartments in them would be sold for the fe-t 
by the IOS sales force. 1OS proposed to take off a 2242-per-cent comms. 
sion for selling each apartment—and on the $46 million involved in t*s 
biggest development, the Hemisphere in Florida, that came to a handy $to 
million for IOS. Out of that, expenses had to be paid, but it was tee 
that even Gramco could hardly sneeze at. 

The company’s own auditors pointed out that this was twice the ussal 
commission. And Martin Seligson, who was in charge of IOS real-cvate 
operations, consulted his lawyers to make sure that the level of commissans 
could be kept hidden from buyers. 

Although the IPI shares were received with heated enthusiasm by the 
sales force in summer 1969, the operation was predicated a littl tw 
heavily on there being no limit to the numbers of wealthy Amcrwass 
anxious to rent retirement homes in the sun, owned by unsuspecting Get: 
man, Lebanese, and other IOS customers. The shares did not take w-g 
to become virtually unmarketable, and few of the customers can have 
made much money from their association with IPI. Martin Scligwa, th 
boss of IPI, had a happier experience—especially in connection with the 
Florida land bought by the fund. 

Next door to the Hemisphere in Hallandale, there was a tract of 173.00» 
acres of unimproved iniand waterfront called the Waterways, a 60-perxcet 
interest in this land was owned by IPI, and the other 40 per cent was 
owned by certain “junior partners,” including Martin Scligson, Chasm: 
of IPI itself. (Seligson explained that when he joined IOS as a real-csta"s 
expert, he arranged with Cornfeld that he shou!d be allowed to partuipyre 
personally in such developments as he fancied.) In early 1970, IPL &e- 
cided to buy out the junior partners, whereupon Scligson made a profit «f 
$80,000 on a $110,0C0 investment. “Things like this can be mace 
sound terrible,” says Seligson, “but I discloszd my interest. Evens 
knew about it.” The yalve, he maintains, was independently determin 
Everybody did not include the sharcholders. The transaction was met 
thought worthy of mention in IPI’s 1969 report—which, indeed, dd »¢ 
even reveal the existence of minority-interest holders in the Watcre ay 
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When the price of IPI shares began to collapse in the fall of 1969, 
10S’s stern line on the evils of liquid real estate first wavered, then broke. 
The open-end Fund of Funds began to buy up IPI shares in an attempt 
to keep up the price, and so FOF acquired in short order nearly half of 
all the IPI shares. Thus were real-estate holdings stuffed into an open-end 
structure. 


Real estate, however, was only a sideline, although one that fascinated 
both Cornfeld and Cowett. Their most important response to the thirst 
for profits was to carry the search for “performance” beyond the stock 
market. They organized a section of FOF to invest in “communications 
media” and they tried to work out schemes for an art fund, and even a 
commodities fund which would speculate in cocoa, coffee, rare metals, 
pepper, and so on. The commodities and art funds were still talking points 
when the crash came, but they did expand into “natural-resources invest- 
ment” where the performance of the investments, and, therefore, the 
profits accruing to IOS became a matter of their own heady estimates. 
(This is fully described in the next chapter.) 

Nothing was overlooked that could turn a percentage on the customers’ 
money: brokerage was scooped up, and arrangements were made to make 
money on lending out fund securities. Although not one of the biggest 
operations, this was, in a way, one of the most audacious. 

It exploited the fact that a stockbroker may find himself short in a 
particular security, when he needs to make a delivery. This means he 
needs to borrow a supply of the shares, and in 1968 securities from FOF 
Proprietary Ltd. began to be loaned out to brokers. The collateral for the 
loans was cash, and of course interest was earned on the cash. If such 
loans—which would have been illegal for an American mutual fund—were 
to be made, all the proceeds should have gone back into the fund. But 
naturally IOS kept a slice of this income (called a “fee for advice”) for 
itself. By 1969 the system was refined, and the fund “agreed to make its 
securities available for loan” to an IOS subsidiary. The IOS company then 
held the collateral cash when brokers borrowed the securities: so, in 
effect, IOS transferred fund money into its own hands. By this time IOS 


was keeping more than a third of the proceeds from the operation, getting 
on for $1 million a year. 


Such devices were useful, of course, but the great hope and opportunity 
lay in the grandiose plans for investment banking, the ultimate expression 
of Cornfeld’s dictum that “if you want to make money, don’t horse around 
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with steel or light bulbs—work directly with money.” This was what fay 
behind convoluted deals like Commonwealth United: the idea that the 
IOS investment banks could underwrite gigantic financing operations, ang 
take heavy fees for doing so, in the knowledge that the power of the 10s 
funds lay behind them to guarantee underwriting success. Something like 3 
third of all the value of the bond issues underwritten by the IOS banks 
found its way into the investment portfolios of the funds. More bluntly: the 


customers’ money was used to float securitics promoted by Investors Ov 
seas Services itself. 


ct 
When, after its long hesitation, the market collapsed at last, the securitics 
which the IOS banks had promoted were revealed, as one watcher in 
Geneva put it, to be “an unparalleled set of dogs.” Still, short-term, the 
policy paid off. Profits from IOS Financial Holdings, the subsidiary which 
ran the banks, were under $1 million in 1966. They doubled in 1967 to 
$1.6 million, and more than doubled in 1968 to reach $3.4 million. Is 
the first half of 1969, they scemed to be on their way to something hke 

$10 million. 
‘ Just at the moment when the sales operation was about to become 
hopelessly uneconomic, the banks saved the day. By early summer «é 
1969, even though Gramco had stolen a march, IOS Ltd. (SA) was ab‘c 
to present itself as a fairly orthodox corporation making substantial profits 
It_was a finely poised moment. IOS could not have cashed in belie 
1966, because the international financial community was still suspicun 
of. the offshore game. The latter part of 1969 was the first moment that 
cashing in became possible: but it was also the last. The short-terra 
problems were the greed of the sales bosses and the consequences «¢ 
speculation. There was also, however, a problem of a more general natur¢ 
The end of the first decade of the IOS Investment Progran) was m= 
in sight, when large batches of ten-year programs would reach pay 
stage. Nobody who was aware of the set of charges which had twc= 
applied to those programs could be confident about the reactions what 
would follow. Proceeds from those charges had gone to support the lav. 
and erratic administration of IOS, and to help provide capital for 1OS bs=-4s 
insurance companies, and t«sl-estate ventures. The search for meagre 
had in part been an attempt to find gains such as would cover the clint 
of the charges. It had succeeded only partially, and time was running « 
Nevertheless, in the last blue summer of the offshore years, the gre 
ramshackle golden galleon was still afloat, and still had steerage 4) & 
should be possible to sell off a part interest in her fortunes, and capers 
were invited aboard to sound the well. 
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The underwriting and public offering of the shares of a major corpora- 
tion is one of the great ceremonies of capitalism. There is a flavor of 
priestly observance about the sonorous titles of the underwriting banks 
which are attached to the offer documents and listed in “tombstone” ad- 
vertisements on the day of issue. One hundred and twenty-two under- 
writers, from New York, Tokyo, London, and most of the financial centers 
of Europe, put their names to the Investors Overseas Services offer in 
September 1969, and the list made an incomparably grander impression 
than Gramco’s. 

There was, however, a name missing, and its absence made the list 
unique in financial history. Although Banque Rothschild of Paris appeared 
as one of the six managing underwriters at the head of the list, the name 
of N. M. Rothschild and Sons of London did not appear at all. 

The financial interests of the French and English Rothschilds are inde- 
pendent, but powerful ties of family and tradition remain. Nobody could 
remember an occasion when one Rothschild house had declined, as a 
matter of policy, to take pert in an offering to which the prestige of the 
other house was publicly committed. The decision was taken only after 
a long and unhappy partners’ mecting at New Court in London: it was 
one of the indications that the flotation of IOS Ltd. was not quite the 
stately financial occasion that it appeared to be at first sight. 

Part of the trouble was the scope of [OS ambitions. Gramico only of- 
fered 2 million shares, and although the prospectus quoted some wondrous 
profits, it was reasonably plain that the thing was fairly chancy. “It seemed 
like a good speculation for our own account,” said one London merchant 
banker. Few of the banks which underwrote Gramco actually sold the 
shares actively: they merely waited for inquiries, which as it happened were 
plentiful. 

But where Gramco came along with a few hot shares and a terse four- 
teen pages of prospectus, IOS appeared with a Sixty-seven-page tome in 
various editions on the strength of which they proposed to sell a total of 
41 million shares. At Si1o apiece, that meant the offer was intended to 
fais¢ $110,000,000. And when Ed Cowett declared that this was the 
biggest public offering of shares since the Ford Motor Company went 
Public in 1956, and was the second biggest on record, he was virtually 
asking you_to agree that a large part of the future of capitalism lay some- 
where out beyond. the continental shelf. For some people, that was ico 
much to swallow. 


The Gramco Operation might be little more than an agreement to “make 
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a market” in some shares. But there was no getting away from the fact thas 
the IOS operation was presented as a proper underwriting business. The 
(six banks whose names appeared on the cover of the main Prospectus were 


{supposed to have made a thoroughgoing investigation of IOS and its 
affairs. On the strength o the reputation, and the inguiries of the Principal 
| underwriters, the other one hundred and sixteen underwriters accepted 
\and represented that IOS was a serious, well-organized financial concern 
whose shares were worth $10 apiece in their opinion, 
The London Rothschilds were not alone in refusing to underwrite JOS 
A number of important London banks refused, including Warburg's ans 
Hambro’s. And although some big Wall Street names came in, Kuha 
Loeb—normally part of any important underwriting—did not appesi 
None of the big German benks came in, although Commerzbank Aktien. 
gesellschaft had unbent so far as to join in the Gramco fun. But despite 
such exceptions, the big list was an imposing one. 


I 
There v .e twelve French banks, including the Banque de I'Indochine 
Banque Worms et Cie., and the Banque de Suez et de l'Union des Mines 


There were thirty-four British banks and financial concerns—the bievest 
contingent-—-which included najor stockbrokers (Cazenove & Co., Pan- 
mure Gordon & Co.), two of the biggest banks (Westminster and Bar- 
clays), Lleyds Bank Europe, J. Henry Schroder Wagg & Co., Samyci 
Montagu & Co., and Slater, Walker Ltd. There were twenty-five Aticr 
ican firms, including Bache & Co.; Bear, Stearns & Co.; Loeb, Rhoades & 
Co.; and Goldman, Sachs & Co. There were four Japanese securitics com- 
panies, and banks from Sweden, Norw ay, Switzerland, Finland, Denmark. 
Belgium, and Australia. 

Yet the prospectus for the offer was marred by _misrepresentations an 
Inconsistencies. Its different editions did not even agree as to the arithmet» 


of the nviaber of shares being offered, and the company which was upes 
S t é 


”) offer was actually so ramshackle that within six months its shares were 


barely salable. 

Accidents i.appen in the best of underwriting operations, but this was 3 
very big accident. General responsibility may be ascribed to the oflst.cs 
euphoria of the year but particular responsibility belongs to the six barks 
which were principal underwriters for IOS, and which, therefore, recesses 


er: ’ . c ic tlessng 
principals’ portion of the $3.2 million, plus expenses, which the olfet:7é 


produced in fees and discounts. As ranked in the prospectus, they wese 
Drexel, Harriman, Ripley Inc.; Banque Rothschild; Guinness Mahon & a 
Ltd.; Hill, Samuel & Co. Ltd.; Pierson, Heldring & Pierson; Smith, Barner 
& (oe; tae". : 
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Drexel, which led the Principal underwriters and therefore bore the chief 
responsibility for investigating IOS, was at that time a new amalgamation 
of a New York house with an old-line Pennsylvania house. The amalgama- 
tion changed almost immediately after bringing IOS to market: several 
partners departed and the bank changed its name to Drexel Firestone, with 
an insertion of capital from the tire firm Firestone, 

Banque Rothschild, of course, ranked as one of the most eminent invest- ° 
ment-banking names in Europe. But before the public offer, IOS and 
Banque Rothschild were working on the joint Promotion of IOS’s first 
French “product,” the mutual fund called Rothschild-Expansion. Granted 
this, Banque Rothschild could scarcely decline to underwrite the offering 
of 10S itself. 

Similar considerations applied to Guinness Mahon, first-named but 
smaller of the two London merchant banks. Since 1966, Guinness Mahon 
had been handling a block of IOS investments on the London Stock Ex- 
change. Martin Brooke, a Guinness Mahon director, was also on the IOS 
Bo -d. In effect, both Banque Rothschild and Guinness Mahon had taken 
the position that IOS was a sound concern before the underwriting in- 
quiries began. The latter three principals played somewhat lesser parts. 
Picrson, Heldring & Pierson is a distinguished Amsterdam concern which 
is affiliated with Rothschild interests—on 10S, they agreed with the 
French, rather than the English, branch. Hill, Samuel is a London bank 
with a taste for large, international deals, and Smith, Barney, the last- 
ranked Principal underwriter, is a well-known New York investment 
banker. 

If, from*time to time, any of the underwriters were worried by any 
antic of Cornfeld’s, they found relief in the suave, masterful person of 
Ed Cowett—easypoing, tireless, with every figure at his fingertips. “All 
the underwriters liked the look of Ed,” said one IOS acco'ntant, 

There were actually three different but simultancous offerings of IOS 
shares. What the international banking group underwrote was the selling, — 
to investors at large, of 5.6 million newly minted common shares of IOS 
at $10 apiece. After underwriters’ commissions, this put $52 million of 
new cash into the JOS Corporate treasury. 

At the same time. people who already held existing IOS shares offered 
Puts of their holdings at the same price of Sto, Through J. H. Crang & 
Cv., 108's Toronto broker. 1.45 million shares were offered to the Cana- 7 
dian Public. Through 10S's own Investors Overseas Bank another 3.95 | 
Million shares were Offered to salesmen, customers, and employees of IOS | 
itself. These two offers, totaling 5.4 million shares offered for $54 million, of 
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constituted the long-awaited “cashing in.” That sort of money seemed tx 
have been worth waiting for. 

There were some doubts about the wisdom of IOS going public, ae. 
cially among the staff, as against the salesmen and big sharchottery 
Essentially, all these doubts were about whether IOS could stand thy 


lish de. 


searching glare of public examination and the obligation to pub 
tailed accounts. These were misgivings, of course, which were amply ros 


tified, but they were only expressed at the time in disguised form. Anes: 


ct 
simply replied to this that a poor market would make the IOS offer kaa 


all the more attractive. 


objection was that the markets were generally in poor shape. Co: 


He had an inspiring example to offer, because in November 1968 106 
had floated off 600,000 shares of one of the principal subsidiaries of th 


I 
empire, IOS Management Ltd. This was a Canadian-registered concers 
i through which IOS channeled the straight management-fee income {re 


three funds: the Fund of Funds, IIT, and the Canadian Regent Fund 
In effect, IOS was selling off part of the income from its large funds, and 
the markets certainly appeared to think that this income was going to 
increase. The little parcel of IOS Management shares was formally ef. 
fered at $12.50: trading began at $75 and in March 1969, when anythirs 
that could be called “offshore” was at a hectic premium, IOS Managemers 
shares stood at $180 each. 


/~The prospectus for a public offering of its shares is perhaps the mint 
serious document a company ever produces. There must be no puffing, nm» 
concealment, and no misrepresentation. The prospectus must give invest.<s 
a truthful description of the company, whereby they can make rates:] 
estimates of its capacity to earn profits. Drexel, Harriman, Ripley aoJ 
their legal counsel in New York, Shearman & Sterling, were acutcly aware 
| that IOS, because of its past history, was something of a tricky proposes 
for them, and in the early summer of 1969, they spent a good deal of 
-——~™ time trying to get some kind of blessing for their project from the SEC 
They made eloquent assurances that they would conduct_a. thorough 1 
vestigation of IOS, and would make sure that the prospectus was up to 
v SEC standards. The Commission officials, however, were noncommuts: 
They merely said that the project was not illegal and that if Drexel wanted 
to go ahead, it was up to Drexel’s own business judgment. As none of ths 
IOS shares were to be sold to American citizens—what Drexel was ums: 

writing was an international offer—the SEC_ban on JOS did not apply. 
At one meeting, in June, the men from Drexel and Shearman & Sterling 
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sugeested that the underwriters might be able to get to the bottom of 
things at IOS that the SEC had not been able to do. According io IOS’s 
pit records of the offering, Allan Mostoff and his SEC colleagues were 
amused. Laughingly, Mostoff said they would be interested to sce the 
prospectus when it came out. 

Throughout the summer of 1960, a team of IOS accountants labored at 
calculations with the team from Drexel, Harriman, Ripley, and with an- 
ether from Price Waterhouse, the accountants retained to advise the under- 
sriters. Cowett commanded every aspect of the work, and in’ mid-July 
be personally directed t' e maneuver by which IOS Ltd. (SA) of Panama 
City turned itself into a Canadian Corporation, with the same shareholders 
and officers, ready to have its shares listed on the Toronto and Amsterdam 
stock exchanges, 

The basic IOS prospectus which emerged from this process ran to some 
45.000 words, dense with legal definitions and statistics. It appeared to 
portray, if read with sympathy, a mighty and fast-growing international 
financial empire; twelve mutual funds, five insurance companies, eleven 
banks and financial-service concerns, four real-estate management com- 
fYnics, a construction company, a computer-service company, and a 
couple of small publishers. The injection into the treasury of the parent 
company of another $52 million capital would enable new expansion to 
proceed. And it was Surely no less than proper that those who had built 
this great edifice so rapidly should be rewarded in separate share offerings. 

Yet looked at with careful skepticism, there was much information in 
the Prospectus which would Produce a second, quite different, picture. This 
was of a company scarcely profitable, if at all. in terms of its rationally 
predictable ircome, which was from the sale and routine management of 
mutual funds. This was a picture of a company whose profits were increas- 
ingly cobbled together from a series of on-off deals and speculations. It was 
the general quality of the Prospectus that the first picture was more easily 
visible than the second. There were particular omissions which contributed 
to that effect, 

And there was something more than mere Omission involved where a 
Very considerable body had been stuffed under the carpet. The process left 
2 Couple of ruffles, which nobody noticed at the time of the offer. But 
they Were Clues to a Misrepresentation which had its Origins in the history 
of 10S and in the careers of Cowett and Cornfeld, and which affected the 
validity of the Proposition on which [OS offered to sell its shares. 

The reputation of IOS, as a manager of mutual funds, was firmly pinned 
to the idea of “performance.” At the time that the offering was being 
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prepared, the IOS performance flag was moving from the Fund of Funds 


over to IIT. And by the time of the offering, IIT had nosed past FOr 
and was again the biggest of the funds, with some $640 million unctes 
management. The reason that IIT attracted more mutual-fund investey 
in the late 1960s was that it appeared to have a better rate of invesunes+ 
growth than the Fund of Funds, which had begun to fade somewhat. 1 be 
records on which IOS sold IIT said that the shares of the fund had tees 
worth $3.53 in 1962, and by the autumn of 1969 each IIT share was 
worth $8.82. It thus appeared that the fund’s shares had increased 13 
value by 150 per cent over seven years under IOS’s management—as 
impressive record. 

It was also an untrue record. because the life of IIT began in Decemtxe 
1960, not autumn 1962, and at a value of $§ per share, not $3.53. Ibe 
fund's shares fell to only $3.53 during 1962, under the impact of a sere 
of investment disasters, including the collapse of a number of Ed Cowes: 
promotions. 

On the true record, IIT had not increased 150 per cent. Over nearly a 
decade, it had increased by 76.4 per cent. As “performance” that was 
mediocre, to say the least. Taking the sales load into accoun » 2 CUStumes 
would have done better—with much less risk—by getting into a find 
interest investment at 6 per cent and reinvesting in his returns euch yeu 

The usual rationalization advanced by IOS executives to justify sili; 
IIT on incomplete records was that the fund management had been te 
organized in O..ober 1962, when IIT was first offered under the Is 
Investment Program. The accompanying implication—though misleadins 
was often that IIT had not been managed by IOS before then, even af kes 
sold its shares. It was a rationalization which avoided the whole purp 
of fund records, which is to help investors discover whether a fund hat 
suffered from just such afflictions as would require ils management ¢ 
be reorganized. 

Sometimes, IOS men Suggested that the point was “unimportant.” Thx 
Suggestion that it didn't matter if most of the customers of one of ts 
world’s bigvest funds had bought after receiving false information wares * 
requires comment. And it hardly squares with the devious means hs? 
were uscd to obscure the facts at the time of the 1OS offering. 

There were three editions of the IOS prospectus: a Drexel edition, w*s) 
bore the names of the principal underwriters; an Investors Overseas is 


edition, which generally followed the Drexel one, and a Crang cditien. s 


- ' out att 
taining information required by Onturio securitics law. They duiferes 


the IIT point. 
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DREXEL EDITION 

A table on page 15 encapsulated the history of the IOS funds. One 
column gave the year when each of them had been “organized” or 
“acquired” —but without saying which word applied. Against IIT’s name, 
this column gave the year “1962.” 

On page 17, this statement was qualified in the text. IIT was described 
as “an open-end mutual fund, organized in December 1960 as a unit in- 
vestment trust under the laws of Luxembourg, which came under the co:n- 
pany’s management in 1962.” (Our italics.) 

Taken together, the two statements could have only one meaning. Since 
the second said that IIT was “organized” before 1962, the first could 
only mean that IOS had “acquired” it in 1962. Therefore, IIT had been 
organized and run for some time by someone clse, who sold it to IOS 
in 1962. 

This was a plain misrepresentation, in the main prospectus, but so 
worded as to seem to fit in with the rationalization usually given for IIT’s 
incomplete record. It suggested that IOS had had nothing to do with the sad 
early history of IIT. 

The falsehood is exposed by placing alongside the prospectus IOS’s An- 
nual Report for 1961 (a document which it took us some time to find). 
The report records plainly that IOS “organized” HT in December 1960, 
and that IOS owned 100 per cent of the stock of IIT Management Com- 
pany. The 1961 report is confirmed by company registration records in 
Luxembourg. 


CRANG EDIVION 

This was the prospectus in which misrepresentation would be most dan- 
gerous—IOS being by now a Canadian company offering shares to Cana- 
dians. Even so, there was some blurring of the IIT date. On page 4, giving 
a history of IOS, the prospectus said it was in 1961 that “IOS sponsored 
its first mutual fund . . . IIT.” On page 9, in a table, the prospectus gave 
the correct year, 1960. (IIT, it should be noted, was never sold in Canada.) 


INVESTORS OVERSEAS BANK EDITION 

An carly version gave, correctly, 1960 for the start of IIT. But the final 
version repeated the Drexel formula—thus suggesting, in its table on page 
15, that IIT was not acquired until 1962. 

Intcrestingly enough, Arthur Andersen & Co., the auditors to [OS and 


to HT from 1960 on, specifically assured the underwriters that they had 


tead page 15 of the prospectus. They took no sf 


ecific responsibility for 


lh es tl i te 
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the accuracy of the prospectus at this point, but they did not report ary 


omissions or distortions. 
The misrepresentations over IIT rot only allowed IOS to CNarecrate +) 
success in its basic line of business, namely, managing investments, b 


st as 


obliterated clues pointing toward-a ciscreditable but still recent cpisate cs 
the history of Ed Cowett—the architect of the public offering and the sa- 
on whose personal standing the company was brought to the market wes 
the imprimatur of the international sinancial community. 

Another corpse was buried at the point where the Prospectus imp! nd 
that 1OS was actually making profts on its sales Operations—when, .+ 
truth, it was making whacking losses. At the top of page 10, a tabs 
declared that “sale and managemer of mutul funds and related ineers* 
provided 37 per cent of the comfany’s profits during the first hatf «¢ 
1969. The text then said: “The Company does not allocate operats-; 
expenses between the sales and the management of mutual funds.” 

Considering that the essence of the mutual-fund business is to comnts 
sales costs, while making profits on management fees, this was not a very 
enlightening accounting policy. The s:xt went on: “Although revenues fa 
mutual fund sales are significantly higher than mutual fund managenw:* 
fees, the company believes that maragement activities currently proves a 
much greater contribution to net itcome.” (“Net income” = “profits ~) 

This implies quite clearly that sules are making some contribution to 
profits. Yet by turning to pages 6 and 7, the reader could make a tortucrss 
calculation, and deduce that the reverse was the case. On these two pares 
were the Statements of Consolidated Income and Retained Earnings. Fun 
this, the reader could extract the eirnings of IOS Ltd. from all sourees 
other than sales between January and June 1969: “management and 
Service fees, interest, etc.”; “earnings of unconsolidated subsidiaries”; ao 
“income from Proprietary Funds.” Altogether, these three items added uy 
to $14,392,000. Yet the “net revenue,” or profits, were much lew 
$9,521,000. Something, somewherr, was losing the difference, that 
$4,871,000. Realistically, it could only be the sales force. And in th 
“Apocalypse,” of course, it emerged that the sales force, far from maslkirg 
any contribution to profits, was losing money heavily. 

“If you took a look at the profits for the first half of 1969,” said an 10% 
accountant who worked on the prepectus, “the alarm bells were nnginf 
all over the place.” Maybe they werz: but you had to know how to lisies 
And even if you did wonder whether IOS might not be losing momentum. 


shar fisewd 
there was a note on page 8, a sort ¢é reassuring caveat which might eisj¥é 


1 . “ } Jechire 
some fears. It was expected, said tke note, that net income would dees 


co. 
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in the third quartcr of 1969. But the experience of previous years showed 
that IOS's last quarter was usually the best. 

Just as the early history of IIT was eliminated, and the cost of the 
sales force covered up, so the prospectus minimized the evidence of IOS’s 
injudicious investment-banking operations. The Crang prospectus did not 
even mention Commonwealth United Corporation, and the Drexel edition 
dealt with it in a footnote. This (repeated in the final IOB edition) merely 
said that Commonwealth had become “illiquid,” and that OS had caused 
Investment Properties International to lend it $4.5 million from fund 
money. 

But before the completion of the prospectus, the IOS banks lent another 
$3.5 million to Commonwealth—a corporation which, since June 1969, 
had been unable to raise credit anywhere else. These advances put IOS 
Ltd. itself at a risk in the affairs of the sickly conglomerate. But there was 
no way purchasers of IOS shares could know that. (Eventually, [OS had 
to take over the IPI loan, advance still more moncy, and establish a $7- 
million reserve against Commonwealth commitments. ) 

Cowett, subsequently, claimed that the Commonwealth loans were left 
out of the prospectus because IOS regarded them as “normal banking 
transactions.” Yet Commonwealth have since admitted that the only reason 
they agreed to IOS's abnormal terms* was that no one else would handle 
the transaction. 

Possibly the most basic requirement in a Prospectus is a description of 
the share capital of the company being offered. Yet the different editions 
of the IOS prospectus did not even agree on that. The Crang version makes 
a simple arithmetical error in one section, which overstates by 100,000_the 
number of shares being put up by selling shareholders. As to the total 
share capital of IOS, the best calculation one could make, on the docu- 
ments available on September 24, was that the total number of IOS shares 
Outstanding was not much less than 48 million and not much more than 
49 million. Thus, an investor could not even compute the book value of 
his shares precisely. 

This was the prospectus which Drexel, Harriman, Ripley together with 
Shearman & Sterling set out to make the equivalent of those written under 
SEC regulation. Apart from other omissions, it told the investors re- 


markably little about what the company was going to do with their money, 


There was nothing more than an airy reference to making time deposits, 


and to expansion in “banking and insurance areas.” 
Having completed their investigation, the banks haggled with Covvett 


* See Chapter 17, “The Master Financiers.” 
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over the price at which the IOS shares should be launched. Great intere 
was being expressed in the offer, and in London it was reported that t} 
investment-dollar premium was forced up by the eagerness of would-} 
investors. In Geneva the rights to IOS shares “when issued” changed han 
for as much as $28 per share. 

The directors of IOS were euphoric. Many of them thought that Cowe 
should ask the underwriters to set the launching price at $15, even $3 
per share. Their attitude was that they weren't going to give IOS share 
away to a lot of bankers at bargain prices: if the underwriters didn't EL, 
it, then Iet them drop out—IOS would sell the shares themselves, Wij:} 
some difficulty, Cowett, who was the realist on this occa s10n, got the board’: 
authority to settle for $10. Even this left the underwriters unhappy 
Guinness Mahon thought the price should be $7, and Drexel, Smith. 
Barney. and Banque Rothschild thought $8. Late in August, there was a 
long lifficult mecting in Geneva, and Cowett managed to get the 
underwriters to come up to $9.50. Complaining bitterly, the IOS Board 
accepted the price. Bernie was telephoned in Paris, and he too assented, 
rather reluctantly. 


The underwriters were already dispersing toward their homes, an! 
toward the Swiss mountains, when late in the afternoon Cornfeld called 
Cowett again from Paris. He wanted to talk to the underwriters himse!f 
With some difficulty, Cowett reassembled them and Bernie flew to Genev3 
to make the new pitch 

“He talked to them about the mystique of the company,” recailed 
Cowett, “and he talked to them about thé mystique of ten dollars. AxJ 
goddam it, he convinced them. Of course, within half an hour, they were 
unconvinced again—but they had done the deal.” It was the conceptus! 

salesman’s finest single achievement, and so he closed the deal for a sing's 
sale with a face volume of $110 million. 

Of that money, roughly half went to the selling shareholders, and t« 
influx to the IOS corporate treasury from the sale of new shares 4» 
$52,400,826, after deductions (for underwriting commissions, ctc.). 

If ever a company needed to raise new capital, it was IOS: on the dav 
the proceeds came in, the effective cash position of the IOS parent comp.s> 
was $1 million. But the respite for the treasury was short-lived. The rs® 


: P . a ere hens 
cash was rapidly disposed of in a series of intricate and profligate sehen» 


In order to understand the inner beauty of the grander ones, it is neeess3) 


to become better acquainted with John McCandish King. 
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The Book of Revelations 


The people who “sincerely wanted to be rich” are rich! 
A tally of millionaires and multimillionaires. Joel Maltin and 
“lifetime system of tax deferral.” Cowett buys some shares, 


and the money runs out at last. 


n October 15, 1969, a young woman in a mini«a* 
arrived at the City of London offices of the Bank of New York and han... 
over to a small crowd of visiting bankers certificates for 5.6 million o-" 
mon shares of IOS. The bankers had actually been expectiny a rather met 
high-powered deputation, but they paid over $52,400,826 to the kn 
treasury in exchange. It was almost certainly the largest single sum wha* 
ever belonged to 10S, and constituted the stake in the last great 1OS bre 
ness game. 

The statement may seem an odd one, but it must be remembered that tv 
$2 billion in IOS junds belonged to other people. The safeguards over tv 
investment of that money were pliable—but it remained true that the pre 
of that cash could only be used by the IOS men themselves through *% 
adroit use of leverage. The $52 million from the share issue was subpet? 
no such restrictions: the previous chapter began to indicate the spre 4 
which IOS approached the task of spending it. : 

The investors were promised, in the prospectus, that the moncy ‘3s 
would be used “to dev clop and expand the Company's activities, preae +* 
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in the banking and insurance areas.” If that promise was made seriously 
it was rapidly abandoned. Apart from tax-avoidance schemes and the 
ihe, more than $8 million of the money raised was used almost immedi- 
ately to buy stock from Cornfeld, Cowett, Cantor, and the rest of the share- 
holders who were cashing in. 

Drexel, Harriman, Ripley, and the other distinguished underwriting banks 
were disposing only of new IOS shares. They did not want anything to do 
with the selling off of existing shares by members of 1OS—the long-awaited 
cashing in.” J. H. Crang, the Toronto brokers, sold 1,450,000 of the 
existing shares to the Canadian public, and 1OS’s own Investors Overseas 
Bank was lined up to sell off 3,950,000 to some 25,000 employees, sales- 
men, fricnds, and customers of the firm.* 

It was Cornfeld’s claim that at the public issue one hundred members 
of 10S would become millionaires—and this claim, at least, was no exag- 
geration. Our own inquiries into the “cashing in” traced eighty-sev 
honaires, and, because of the confusing nature of the records available, we 
probably missed a few. Of course, not all of them remained millionaires 
fat 


for very long: those who did were, on the whole, the ones who made the 


o- 
i 


most thoroughgoing use of the right to sell shares, which had so long been 
denied to them. Cornfeld himsclf, who had always been able to sell, dis- 
posed of just ro per cent of his holdings, which netted him $7.8 million 
cash, bringing his total proceeds from sales of IOS shares to some $14 
million over nine years. (That, at least, is his own account.) After this sale 
he was Ieft with holdings worth around $90 million on paper. 

Among the high command of IOS, there was some agonizing over the 
question of the exact proportion of his or her shares that each share- 
holder should be entitled to have freed from restriction in order to sell. It 
was necessary to put up a reasonable number of shares in order to make 
the offer worthwhile. But at the same time, if too many were offered, it 
would spoil the price. Indeed, to float off the entire iOS shareholdings as it 
existed in 1969 would have required, at $10 per share, about half a billion 
dollars: a demand which would have utterly exhausted the international 
msestment market. 

The other tricky point was that the offerings of existing shares, via 
Crang’s and the Investors Overseas Bank, would have to be made at what- 
exer price Drexel and the other underwriters settled for the new shares. 


There was preat reluctance among the big shareholders to sell any more of 
6 5 S P| 


* See Ch ipter 18, “A Very Long Way Offshore.” 
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their own shares than they had to at prices fixed by people they regardcg 


as a crew of mean-spirited bankers. They thought that the share price wa, 


going to boom: their idea was to get a market established and then they 


would be able to se!l when the prices were tar above the issue level. 

In the end, a rule was agreed upon that everyone inside 10S who hal 
held their shares for more than ten years must sell at least 10 per cent, oa! 
no more than 50 per cent. The rest could sell up to 10 per cent of the:s 
holding. 

The general pattern was that big shareholders who had retired and were 
no longer active in the company, sold very large blocks and often the fu 
50 per cent. Those who were still involved stuck mostly to 10 per cent 
This was not simply because they were involved in the boom mentul.:y 
generated in the IOS Board room in the late 1960. Another reason was 
that most of them were Usneficiarics cf Joel Mallin’s “lifetime system of tas 
deferral.” 

Joe! Mallin is a Ne. York lawyer who favors pink shirts, wide od 
silk tics, and heavy jewelry. He did a good deal of commuting to and frees 
Geneva as the moment of offering approached. He designed a mechan 
to vanquish the capital-gains tax as thoroughly as IOS’s other arrangeimes's 
had been designed to vanquish income tax. The first step was to crext a 
large batch of foreign, discretionary trusts in the Bahamas, ur 72 [tes 
banks, and the faithful International Credit Bank, as trustee. Then cach } 5 
shareholder became a beneficiary under one of these trusts. “Te was a hire 
of tax-avoidance supermarket,” said one of the beneficiaries. “We divs 
bother with guys who had less than 10,000 old shares,” said Matlin. .\s 
the flotation of IOS was accompanied by an eight-for-one serics Of stat 
splits, that meant they did not bother with anyone who had less te" 
80,000 shares in the new setup: in other words they didn't bother *-* 
anyone who was worth less than $800,000. 

The next step was for the sharcholder to transfer his shares at a relative. 


+. 


low price to the trust. The trust would sel? 10 per cent of them 19 ¢ 


public issue for $10 each. Out of the proceeds, the trust would pay 8 
shareholder for his shares in installments spread over five years. The tr 
would not, of course, be subject to U.S. capital-gains tax, and alth*-} 


° 1 ® ro over @ 
the installments would have to be reported, they would be spread 0 


hee 
wf 


: ' ; : id <cll ane 
considerable period. The theory was that the trust would scll an 
© . st ' to i 
per cent each year, again with payments to the original sharcholdct ts 
made in installments over five years. 


“This was deferral of tax, rather than avoidance,” said Mallia. 71% 
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he added, smiling finely, “in this case it might be lifetime deferral—cou- 
pled with absence of liability to estate duty.” . 

Combining these advantages with the attractions of an orderly—and as 
they hoped, rising—market, men like Harvey Felberbaum and Roy Kirk- 
dorffer elected to take 10 per cent of their shares out of restriction in 1969, 
with another 10 per cent to come in 1970. For this reason the biggest cash 
sums in the offering, after Cornfeld’s own, were mostly taken by men who 
had been away from 119 Rue de Lausanne for some time. Lester Hayes, 
the one-time ballroom dancing champion, a veteran of the Boulevard Flan- 
drin days, sold half his shares, and received $3.5 million cash. John Temple- 
ton, an American “ nd manager who put up some much-needed capital for 
IOS in 1962, received $2 million; and so did John Curran, the old rewrite 
man from the Herald Tribune. Eli Wallitt received $1 5 million—but he 
sold more than 10 per cent, not because he was about to retire from the 
IOS Board, but because he was fing incing the purchase of a lakeside man- 
sion in Geneva. 

Just behind him came an almost equally wealthy grc up: George Landau, 
now chief administrator; Don Q Shaprow, overseer of Africa; Gladis 
Solomon, head of the IOS Foundation; and Richard Hammerman, the 
g a tenth 
of their shares. This left each of them with another $10.8 million of salable 
shares at $10 per share. 


insurance expert. Each of these received $1.2 million for sell 


ae 


There were 490 shareholders who put up shares for the ‘ “cashing-in,” 
raising alt ogether some $§2 million from the market. rou; ghly the same sum 
as Was raised by th we. shares. Very much the richest of these pickings 
went to Bernie an’ ais grand old veterans: indeed, just fifteen people, all 
of whom took $1 million ipiece Or more, accounted for $26 million of the 
cash between them. The _list_of_sellers that IOS sent to J. H. Crang in 
Toronto reads like a wonde rful, golden version of all those early sales- 
bonus lists, George Trege: 
oullion cash: Ben Heirs: 


in Geneva almost ex; ictly ten years before the public offering, sold shares 


, the man who left Brazil so hurriedly, took $1 


ho started his training alongside George Landau 


to the tune of a little over $1 million: that, after underwriting discounts, 
brought him $988,000.** Allen Cantor took $1.1 million. Bob Sutner, an- 
other veteran of the early days in Latin America, took out $1 million. Hy 


. : , 

Whether the Int rnal enue Service would have accepted this ineenious scheme 
waea matter eagerly debuted by the shareholders and their legal advisers. In the end, 
, - : 
ne Matter became academic: the c: lapse of the 1OS share price solved most peo- 
B'S* Capital-pains problems for them 


FAN 
All our fi gures are for amounts received in cash, after underwriting discounts, 
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Feld, a quiet man who ran the New York office during Bernie's ill-fateg 
attempt to crack the U.S. market, took $1 million. The men who sincerely 
wanted to be rich were at long last rich—and in nearly every case, the 
cash that they took seemed to be merely an hors d’ocuvre, as it were, for the 
real feast which was to follow. 

Even those who did not take the magic million had some impressive sums 
to their name. Ambassador Roosevelt received $684,000 ard Barry 
Sterling, the investment banker, $691,600. Roy Kirkdorffer took $489,000 
and Harvey Felberbaum took $605,416. As both of them were selling lo 
per cent through the trust system, that placed their fortunes at $5.1 million 
and $6.3 million apiece. (And we have records only of IOS shares: other 
investments could well have been made out of the override riches.) 

It may seem odd, at first glance, that Cowett was only recorded as cash- 
ing in for $658,692, placing his fortune at just under $7 million. But Cowett, 
as we said earlier, was playing the game for its own rascinating sake. He 
liked being rich—but sincerely, he wanted to wheel and deal. 


There were solid rewards too, for lesser characters in the saga. Howard 


Stame ind Robert Haft, the New York attorneys, made sales worth 


$389,120 each. Eric Scott, head ang s, the Toronto brokers, sold a 
comfortable $136,800 worth. Sameera Abou-Haidar from Beirut got $163,- 
000. Ray Tabet, Sameera’s boss, took $378,480. C. Henry Buhl III soly 
$457,000. 

Going through the list of selling shareholders, it is possible to count 
eighty-seven people who sold $10,000 worth or more of shares. Assuming 
that their sales were in each case 10 per cent of their holdings, then this 
meant that each of them had a shareholding worth $1 million at the price 
of $10 dollars—more, if the price rose. 


_—— Bernie Cornfeld was busy assui; 9 everyone who would listen that the 

f a 2 a 9 - 4 - : 
shares were a fine investment. Secretaries, cleaning-ladies, and messenger 
S 


| boys at JOS were exhorted to get in and buy while they could. Visiting 


+ reporters were Offered shares. Much euphoria was generated, but at the 


end of the formal offer period, the Investors Overseas Bank, which was scti- 
ing on behalf «: existing sharcholders, still had an embarrassing block of 
800,000 shares on its books. Was the sale to be incomplete, leaving the 
men who were cashing in to go short of $8 millien? 

A charitable body -ame forward to prevent any such distress: none other 
than the IOS Foundation, promoter of Pacem in Terris. There was a slight 
problem: the Foundation lacked the necessary money. But 1OS had just 
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received $52 million for its new shazes. So IOS lent the Foundation $8,344,- 
000 to make the purchase and complete Phase One of the cashing in. Thus 
$8 million of the money that had been put up on the promise that it 
would go into the “development of banking and insurance” actually went 
to help develop the personal fortunes of the chieftains of IOS and their 
followers. 

Amid all the intricate devices of the latter years, this is the one which 
shows most clearly that IOS had become, at heart, just a series of deals in 
the minds of Ed and Bernie. In this series of transactions they finally lost 
touch with even the fictional legalities of the offshore game. 

Taking up 800,000 shares left the IOS Foundation with a huge debt 
which it could not possibly pay off unless it resold the shares. No problem: 
Cowett had another useful little Bahamian company called The [OS Stock 
Option Plan Ltd. He swit ied the block of shares to this company and 
decreed that the transfer amc ited to a repayment of the loan, which was 
simply canceled. 

The maneuver depended on the protean nature of The IOS Stock Option 
Plan Ltd. It had been formed to get around a problem which resulted from 
the shifting of the home of IOS Ltd. from Panama to Toronto, Ontario. 
Ontario securities Jaw prohibits a company from buying its own shares. 
3ut in order for the stock-option plan to work, IOS had to be able to buy 
back its own shares at any time. Answer: turn the plan into a Bahamian 
lividuals, 
Cornfeld, Cowett, and Cantor. IOS itself only owned nonvoting shares and, 
therefore, according to IOS lawyers, it was not a subsidiary of IOS and 
could buy IOS shares. For Cowett’s purpose, however, the Stock-option 
plan was considered such an integral part of IOS that a loan made by 
IOS could be canceled out when “repayment”—in this case the transfer 
of IOS shares—had been made to The IOS Stock Option Plan Ltd. 

What IOS had really done was simply to pay out $8 million of its newly 
acquired $52-million cash to the selling shareholders. hey got their money 
all right, although someone, at some point in the series of book entries which 


company whose voting shares were owned by three private ir 


constituted the transaction, lost track of events. It emerged that the bank 
was acting ‘aproperly in being a trustee of the Foundation, because it 
did not have the proper Bahamian trustee license. The whole deal thus 
became quite improper, and attempts were still being made to sort it out in 
the middle of 1970 By that point, The IOS Stock Option Plan Ltd. had 
been exercising the powers of its ambiguous nature to the full. and had be- 


come a major stockholder in LOS Ltd., playing a crucial part in the down- 
fall of Bernie and Ed, 
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Although the new shares in the hands of the one hundred twenty unses. 
writing banks were snapped up eagerly on October 15, it soon became has 
that a sizable number of the outside investors had bought shares, Not to 
hold, but to resell for a swift profit. Without its being widely realized, te 
long speculative cycle was running out of steam. There were many Ih 
salesmen who were “fantasy-oriented,” in Eli Wallitt’s phrase, and who tx 


lieved Cornfeld’s estimate that the price would hit $25, even $50. Many 2 


them borrowed all they could get to buy IOS shares far beyond their mean 
But the fact was that the sophisticated people inside 10S, like Wallitt hes 
self, were more interested in selling IOS shares than in buying them. 
Whatever euphoria may be generated, the price of any share is eventu iy 
determined by the ex rings it is expected to produce. Cornfeld was Jechum- 


ang that IOS profits would be $30 million for 1969 and by 1975 th ¢ was 


aot 


going to be $15 billion under IOS’s management. . . . He was not exactly 
disbelieved, but experienced investors were feeling cautious. 

After a flurry on the first day's trading, the 10S share price stabilized 
briefly at $14. On the carnings per share calculable from a $30-muillies 
profit for 1OS that meant the market was giving IOS a not ungenerous met. 
tiple of twenty-three titaes 1969 earnings for each share. Yet even so, there 
was a drift down. 

It was clear that a hideous chain re 1ction must follow from a drop ia 
the IOS share price. First, the fierce motiy ation of the sales force depended 
on the idea that salesmen should desire the shares available under ths 
stock-option plan. Formerly, the share price which spurred their efforts had 
been fixed by IOS itself, under the “formula value” * system. But nes 
there was a quoted market value. If the price collapsed the efforts of the 
sales force would slacken, Whereupon prefits would agzin decline further 
- +. I€ the downward drift should turn into a collapse, it would bring 
down with it the whole of Cowett’s finely balanced edifice. 

Almost immediately after the issue, Cowett began, secretly, a heavy 
program of buying up IOS shares. It continued, at varying intensity, unt 
April 1970, and it had the effect of propping the price up above $10. Thee. 
at the end of the first week of April, reality broke in and the price collapsed 
through the $1o level. Within three wecks, the shares were virtually unsala- 
ble. l 

Commercial moralities vary in detail upon the question of companics 


a cardinal offense in Butea 


buying their own shares. it is, for instance, 
ying ‘ss 
law, although permitted to a limited extent in the United States. But 


* See Chapter 5, “Early Travels in the Offshore World.” 
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commercial code permits a company to manipulate the price of its own 
shares, creating a “false market.” The buying of IOS Ltd. shares, including 
those taken up by The IOS Stock Option Plan Ltd., sucked back more 
than 15 per cent of the shares on the market. This undeabtubly created 
a false price. 

Cowett himself denies that the program was begun as a price-support 
operation, whatever it looked like in the end. And indeed, there was such a 
tangle of purchases, in Cornfeld’s name, in the names of Cowett’s and 
John King’s family trusts, and by The IOS Stock Option Plan Ltd., that 
it is difficult to ascribe any one purpose to the operation. During the months 
it went on, it may have had different emphases at different times: it could 
have been part of an attempt by John King to become a dominating share- 
holder in JOS; sometimes, as when the “profits” of the Arctic performance 
in December gave a brief fillip to the market price, it may have been a 
program of speculative personal investment. In retrospect, Cornfeld told 
us, as in 1962 “Cowett fell for the delusion that he could support stock 
prices through leverage.” 

Cowett says that some time in October he and Cornfeld, in Geneva, had 
a conference phone conversation with John King in Colorado. King was in 
the bar at his ranch house. 1 hey all agreed that IOS shares were a fine 
investment at $14 each, and that they should form a pool to buy them. The 
idea, said Cowett, was to buy the shares in Cornfeld’s name and divide 
them up afterward. A special account was created at the ODB to handle 
the purchases. 

If in October 1969 you still thought that IOS Ltd. would actually pro- 
duce the $25-million profit on which its public offer was predicated, and 
if you knew that a $1o-million profit boost would come with the announce- 
ment of the Arctic mancuver iin December, then you might have thought 
IOS a smart buy at $14. However, if that was his motivation, rather than 
price support, then Cowett was committing a commercial sin of an opposite 
nature. Directors of public companies are certainly not supposed to buy 
up their shares on the strength of inside information that they have not 
given to the investing public. 

Cowett says that what he was doing was not insider trading, because 
Cornfeld had mentioned the idea of Arctic revaluaticn to a conference of 
IOS salesmen in the summer. The trouble with that is (a) a talk to his own 
salesmen was scarcely a public disclosure and (b) why wasn’t the informa- 
tion in the prospectus, finalized September 24, 1969? 

In any case, though Cowett may have believed that the IOS shares ought 


to be rising, the reality was that ¢] 


icy were going down. The price slid from 


wv: 


To) a ne meen 
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$14 on Octeber 15 to. $11% by the end of December. Then it recovered 
briefly to $1314, when speculators computed the results of the Arches per 
formance fee on IOS profits. The price would certainly have fallen mos 
faster had Cowett not spent roughly $11 million buying back 10S 
from the market during November and December. 


shares 


The market in IOS shares had little to do with any regular exchane: 
Essentially, it consisted of deals done with and between a group of "ieee 
scattered around Europe. One of the leading lights of this market was Mei 
Rosen, an old friend of IOS’s New York broker, Arthur Lipper Hl: Ron«s 
had left New York to work for an offshore fund group, and helped to st us 
the Deposit & Finance Bank in Luxembourg, a specialist dealer in the 
so-called “Euro-equitics,” like Gramco Management shares. Shortly te 
fore the IOS offer, Cowett brought Rosen into IOS, and under Rusen's 
guidance the ODB became a leading dealer in shares of IOS Ltd. 

Rosen and the ODB worked Closely with Banque Troillet, amoixe 
Euro-equity specialist, owned by the large Swiss Banque Romande: te 
gether ODB and Troillet led the dealing in 1OS shares in Geneva and Lua 
embourg, where both had branches. In Amsterdam, the dealing was led t+ 
ihe Slavensburg bank, and in London by Guinness Mahon. This marthe:, 
which Cowett himself had helped to set up, was strikingly free: just a {c« 
bankers with busy Telexes, arbitrating between supply and demand rat?<? 
like bookmakers making book. There were none of the minimal stevi 
exchange rules on, for instance, disclosure of buying-in operations. Cowets 
operation could therefore be conducted in great secrecy. 

Indeed, Cowett did not even tell the IOS Board what he was doing, aw 
Cornfeld himself claims not to have known until February just what »a» 
happening. Cornfeld admits to remembering some general talk ubout a 
pool with King and Cowett in the autumn of 1969, but says he heard p 
more until February, when he was in New York to address the nstitutua 
Investor seminar. Allen Cantor, he says, called from Geneva to say thst 
big blocks of IOS shares were being bought on Bernie’s ODB account, am 
did Bernie know? 

It seems unlikely that it would have occurred to Cornfeld at this px? 
—with the applause of half Wall Street ringing in his ears —that 1OS share 
could even need supporting. On the strength of the gigantic but ota ag 
sales inflow of the previous summer, he was now predicting that IOS ¥o + 
become the most important economic force in the world. And on his ve? 


: . Ie . ore Bo) 
account, he was at that time less interested in present details of the bus 


; ‘ ee . merica in at 
than in certain plans to sct up a chain of hotels in Latin America in 
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fs 


laboration with Playboy. As he put it to us later, this was another far-sighted 


attempt to create investments which would transcend falling stock markets: 
Cornfeld reasoned that “people would alw ays go to the layboy Hotel, in 
the hopes of getting laid.” However, he diverted himself from this, and 
from his denunciations of the SEC. for long enough to tell Cowett that he 
would not have ,all the volume of IOS shares put on his account. The 
better part of a million shares had now been bought in. 

Cornfeld eventually agreed to keep about 30,000 shares, whereupon 
large blocks had to be shifted to the Bahamian trusts set up for the Cowett 


e with the aid of 


and King families. These trusts financed their purch: 


loans from that gallant but now wilting institution, the Overseas Develop- 


ment Rank (Bahamas). Altogether, Cowett borrowed $2.8 million to fi- 
nance his family trust, and the King trust probably had rather more than $5 


million by mid-February. (The King trust did a last burst of buying just be- 


fore the collapse in April, which brought its loan up to $6.7 million.) 


bill, all this money came in via 


Whatever names crigi: 
credit from IOS banks. King and Cowett ended up with 600,000 common 
shares between them, but Cowett also wheeled out The 1OS Stock Option 
Plan Ltd. which bought another 270,000 common shares of the parent com- 
pany which owned but theoretic ly did not control it. These purchases cost 
the IOS treasury $3.75 million, taken in this case directly rather than via 
ODB credit. Cowett's share-buying program thus sucked back 900,000 
shares out of the market, at a total cost of $12 million, which together 
with the Foundation purchase from the Investors Overseas Bank, meant 
that [OS Ltd. expended over $20 million on buying its own shares. 

A point can be reached at the height of a speculative boom when trans- 
actions become so complicated that they baffle the very minds which 
vevised them, so that men—and companies—end up swindling themselves. 
That point had now been reached: IOS was now supporting itself into a 
state of collapse. 

Curiously cnough Cowett’s program was not the only case of {OS money 
foing into its own shares. Late in 1969, an IOS director paid a visit to one 
of the IOS investment banks, the Investors Bank of Luxembourg. He 
supeested that IOS shares might be a good buy, and the bank, which had 
Nen dealing in them for its customers, now started buying them direct for 
self. In this case, there was no stock-option plan to separate the Investors 
Bank from its parent. The buying was therefore imply illegal. But no one 


{ 


found out until 1 J70, When the value of IOS shares was fargely h 


cal. Some $300,000 had to be written olf. 
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Presumably, Cowett must have hoped that if a bold front could only 


maintained, IOS might yet declare those luscious profits that Bernic wv as 


predicting. Granted, anyone who cou!d engineer the Arctic deal meet. 


reasonably assume that while confidence endured his ingenuity Would te 


equal to any occasion. oe and King were busily planning a whole new 


fund to be devoted to natural resources. ) But even while the pig Was ky. 


ing poured out to buy 10s shares it was becoming less and less likely th; 
IOS would be able to turn in teh other than notional profits for rye. 
Cornfeld, Cowett, Cantor, and several other IOS luminaries have as 


ee | 
it was too Jate. This, they say, was be e the IOS financial system was 


sistently declared that the y only discovered things were going wrong wh< 


archaic. It takes some nerve, after the Corporate boasting they had done, to 
excuse oneself by saying that one was looking after $2 billion of othe: 
people’s money with archaic account g services. But it wasn’t ever tree 

The IOS accounti ng services were compctent enough to produce a week! ) 
cash report which showed with fair clarity how fast the money was buce 

siphoned off. Nobody, however, seems to have been much interested 1a 
these reports until the final process of revelation. 

This occurred at two sets of IOS Board meetings. There was a traumat»: 
but relatively orderly double session on the weekend of April 11-12. Tha 
was followed by a strident, fre quently comic, sometimes bitterly emotirsi 

of meetings running from May 3 to May 9, 1970, which brought te 
nits of Bernie and Ed eff Tectively to an end. 

As New Year 1970 began, a signing ef revolt was under w: ay inside the 
empire, confined at first within the IOS bur reaucracy. As the scope of its o> 
erations expanded, IOS had inevitably sonal a force of professional ac- 
countants and investment m inagers to conduct its routine affairs. It was me 
intended that they, any more than the distinguished outsiders on the 
board, should share any part of the real power residing in the “troika™ ef 
Cornfeld, Cowett, and Cantor. None of these professionals possessed ux 
emotional subtlety of Cornfeld, the hectic intellectual brilliance of Cowett. 
or even the superl: atively pompous presence of Cantor (who, with his beard 
and pipe, looks like some infinitely reassuring Polar explorer turned bus 


nessman). But many were men of abuity, and some of them retainn! 


J? 


throughout their sense of underlying reulity 

Jo Melse, the Dutchman who managed the non-American investments od 
JIT, forced the first confrontation. In December 1969 he became despxt- 
ately worricd at the mass of conglomerate bond issues like Giffen fates 


» ‘ 2 ‘ = 2 e ~ - a hy ~ 
tries, Gulf & Western, and Commonwealth: United which HT had bought vj 
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after the “investment-banking” Operations of Cowett and Barry Ste rling.* 
Mel Rosen, Cowett’s new lieutenant, was handling most of this investment, 
and Melse demarded an interview with Cowett to ask for more informa- 
tion about why it was h ippening. Melse spent two hours in Cowett’s office, 
but as Cowett was on the tele phone for all but fifteen mir nutes, Melse learned 
very little. Furious—and he is a powerful man, some six feet six inches 
tall—he stormed in to see Cornfeld at home in tee Villa Elma, and threat- 
ened to resign: Cornfeld, p*’ fically, promised that Melse should become 
President of IIT, with over-..i! control of investments. Although this came 
too late to protect IIT from serious damage, there was now some insti- 
tutional barrier between Cowett and IOS’s b est fund. 

The Treasurer of IOS was a y oung American accountant named Melvin 
Lechner, who had come from the auditors, Arthur Andersen & Co, cch- 


ner was enough of a b 


ver in IOS to have bought [OS stock heavily with 
ry 196 


borrowed nx ney: but by Jar 


1y hopes he entertained as a stock- 


holder were bei: 1g rapidly cx sted by his professional kr nowledge as an 


accountant. “On the day We received the proceeds of the public 

offer in October, 

lion for IOS Ltd. 

a bloomi 

people in man 
After the 

feld’s exampl 


ld us, “we had in effect a cash position of $1 mil- 
he entire period of October you didn’t have to be 


1¢ Cash position going down. The reaction of 


, 
r* - hetinhane 


that the cash reports were wrong. 


” 


fact, all but a few pe ople in [OS followed Corn- 
I 


1€ Out to luxuriate in the future. Allen Cantor's 


sales company had brou 3135 million into the IOS funds during July, 


the igh-px int month of 1969—and Cantor claimed earnestly to us that 
he had not the slightest ides that the sales company could have been mak- 
ing a loss on its operati 


at the time. By Chitcrinens 1969, Cantor and 


his salesmen were pl g that their sales for 1970 would reach $.4,500,- 


000,000 in terms of “face value.” The vast sales, althous generating a 


golden shower of commissions, were destroying profits, because cash sales 


were actually becon ng a smaller proportion of the face yolume. Com- 
missions were calculated on the face volume, and the override burden was 
becoming heavier all the time as more and more men becanie Super-GMs. ** 

In January, Wile the 1969 profits were still being computed, Mel Lech- 
ner wrote a four-p ge memo to Cowett which he said Was intended as a 
diplomatic mA phrased warning that profits would be “lower than we have 
been talk ing about.” Cowett, having returned from his 5 holiday in Acapulco, 


received this warning with equanimity. He was contemplating the one 


* See Ch ipter 17, “The Master Financiers.” 
** See Chapter 18, *, Very Long Way Offshore.” 
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important piece of expansion that was actually mounted with 1OS"s rey 
capital. This was the purchase of the Canadian Channing fund ftoup ys 
fectively, it was Ed’s last deal. 
To assume the management of the three Channing funds and becorne py 
biggest fund operator in Canada, IOS paid $7 million cash. tl oth:. 
Cowett did a very odd thing. He caused IOS Ltd. to 5 
of Channing to IOS’s own subsidiary, 1OS Management—the entity ws 
IOS floated off before going public itself, and whic : 


witch the owner: 
at 
h drew its income (+... 
fees on the proprictary funds. In payment for Channing 10S Lid. recess: 
400,000 shares of IOS Management, and the funny thing about this». 


that on the ruling market price, 400,600 Management shares Were Weert 


that 10S itself thougut that 1OS Management was Overpriced, and thers 
fore that income from the funds was calling. 


$14 million. It was a deadly error: market Operators instantly aysuccs 


On February 4, Cornfeld informed the admiring institutional inves.) 
of New York that [OS was “experiencing a net cash flow of Over Str. 
million a month,” and, having accused the SEC of plotting the overths-s 
of the stock market, departed for Acapulco with Hugh Hefner and a te:- 
of bunnies. Seven days later, Mel Lechner and his staff finished the ps 
liminary computation of the 1969 profit. As we have seen, it was not $3 + 
million or even $25 million: it was $17.9 million. 

Nobody then knew that closer examination would bring that figure dws 
to $10.2 million—meaning that without the performance fee on the Anta 
deal IOS would have made Virtually nothing. But the figure Lechner ha: 
in terms of the current IOS share Price, was disaster enough: he towk at 3s 
once to Cowett’s executive assistant, an ex-State Department man ask? 
Hal Vaughan. It was Wednesday, Febrz ry 11, and Cowett was in Teir: 
looking into a real-estate fund project. Together, Lechner and Vauss:* 
put in a call to Cowett and gave him the figure over the phone. He sa! 
coolly, that he would fly back to Geneva, and that Lechner should conx to 
his villa on the following Sunday with the papers. 

The Sunday mecting precipitated an almost continuous round of meetin 
between Cowett, Cantor, Vaughan, Norman Rolnick (Controller of 108) 
George Landau, now in charge of administration, and Lechner and hiv a 
countants. By the end of February the accountants were uble to predict, 
rectly, that IOS was going to lose money in the first quarter of 1970 Av 
at the same time, it was impossible not to see that sales Operations were s 
the red. Allen Cantor congedes that in February he began to get a bets 
worried. Cowett’s version is that there was a conference, at which Cass 


reported that sales were 17 per cent higher than in February 1969, ¢* 
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to be told brutally by one of his own executives, “Shit, Allen. That’s face 
volume. Cash sales are down 40 per cent.” 

Yet the “winter series” of board meetings, beginning on March 9 and 
ending on March 13, passed off. ostensibly, in peace and harmony. Cowett, 
to Lechner'’s amazement, told the IOS Board that profits for 1969 would be 
$25 million—and when Lechner asked, afterward, why he had not given 
the $17.9 figure Cowett said blandly, “Those were preliminary figures. 
Right, Mel?” There were two main items on the agenda for these meetings. 
The first was to approve “aggregate investment of $44 million of company 

noney” during 1970. he directors did not commit themselves to “any 
specilic pr jects,” which was wise, because by this time a 44¢ expansion 
would have taxed the corporate treasury Second, the directors conferred 
promotions upon some of their number. 

Cornfeld remained Chairman of the Board, but Cowett took over from 
him as President of IOS, and Allen Cantor became Vice Chairman. Eli Wal- 
litt was clected Executive Vice President, and James Roosevelt Senior 
Vice President. Ossie Nedoluha and Malcolm Fox, from Hong Kong, joined 
the main IOS Board. This, said Cornfeld, “realigned corporate titles to 
clarify . . . actual responsibilities.” What it really showed was that un- 


ease was spreading among the directors, beginning to take the form of per- 


sonal dissatisf..ction with Cornfeld. 

It was not just his penchant for bel!-bottom trousers and the beard that 
he had been sprouting since the previous year. Cornfeld was now frequently 
absent from Geneva, and was increasingly less effective in his once-crucial 
role of inspiring the salesmen. Late in 1969, for instance, he missed an im- 
portant meeting which was designed to boost morale in Germany, and in- 
stead of the magic presence, the Germans had to make do with an hour’s 
talk about boutiques and other investments, amplified from the transatlan- 
tic telephone. In January, Cornfeld was diverted by a CBS project to make 
a TV documentary about his life: much energy went into mounting an 
cighty-first birthday party for Sophie Cornfeld, which was filmed by CBS 
at the Villa Elma. Such was Cornfeld’s obsession with the movie that Sir 
Eric Wyndham White, who was threatening to resign because of the diffi- 

ulty of discovering what was happening inside IOS, found himself discuss- 
ing his resignation in front of the CBS cameras. Granted, all this was ec- 


centric behavior in the President of a financial institution. But it was ironic 


1 . ‘ ’ + 7 ’ . 
that the directors should have chosen to augment Ed Cowett’s authority 
as a meins of curing the ills of IOS. 


Cowett's own eccentricities were not to be hidden. The original agent of 


revelation was Professor George von Petertfy, one of the more colorful 


tn ill a tt tht 
a te ee ie 
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members of the faculty of the Harvard Business School. The profer: « 
joined the IOS Board in § September 19 es having decided to spend a ic; 
developing his interests outside Harvard. Von Peterffy is not the Clare, 
kind of academic. He is a powerful young man, standing around sive, 
He was to cause some consternation at one tense board m iceting by tel -, 
Cowett that he had a gun with him—h: ving just returned from the Mu 
East where, he felt, it was de rigueur to ¢: rry side arms, Neverthelevs. | es 
was distinctly unhappy about IOS by the beginning of 1 1970: apart fro 
anything else, he did not care for the f: ct that part of the Italian OPState + 
still appeared to be illegal. 

Late in February, Cowett admitted to von Peterffy that the 1969 profs 
would not match the prophesies, and after the March board meetings, } 


gave von Peterffy, together with a small or up Of executives, the tack cd 
examining JOS’s profitability. The history of von Peterffy'’s exercise s.- 


gests that Cowett did not mean it to make any sigr 


icant discoveries, b+ 


that by this Stage the Pressures inside the much-abused professions! 
bureaucracy were at bursting point. 

Lechner declares that as [reasurer of IOS he received no details 2 
ODB loans, and that the ODB mana ger Phil Doubre had strict instructs 1 
to respect Swiss bank ; ecrecy. prin Lechner claims that in the liv 
days of March he deduced the extent of the loans from the JOS ¢s:3 
position. In the first week of April, von Peterffy got down to his task, an! 


on the 7th met with Lechner, who described the meeting in these terms 


Von Peterffy turned to me and said, “What is the current cash pone 
of the company? Give rae a number. Is it $100 million? $20 nullae’ 
$5 million?” 

I said, “George, I have not been authorized to make this informat»+ 
available. Talk to Ed. Get clear: ance,” 

He blew up. He said, “This meeti ng is adjourned,” and he stomped 
out of the door, 


“ 4 
Then, says Lechner, it came to him four h ours wing that “maybe Gevrix 


is the guy to talk to. Maybe he can be the link.” The Treasurer food 
von Peterffy in the office of a young 1OS executive, Abe Carmel, te 
had been a student of von Pete rffy’s. “He wouldn’t see me at first, he ey 
so pissed off. I sa + to him, ‘George, I have to talk to you—il's not cy 
the cash i osition.’ 


ins fly walked bo 
The Harvard Business School trains its « yns well. Von Peterily waike 


t* 


. : he ym until 
the door, locked it, and said that n ne was leaving the room t 


‘ : : ft wanlsinesd 
truth was known. “I talked for thre ¢ hours,” Lechner recalled. “I ¢; 
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to him about everything, including the banking trarsactions. He listened, 
sort of shocked and fascinated.” 

Lechner’s disclosures burst upon an atmosphere which was thick with 
rumor. Henry Buhl told us that all through January he “kept hearing from 
Swiss bankers that we were lending people money to buy our own shares.” 
Mel Rosen told Jo Melse that he was having to buy wads of IOS shares— 
for purchasers whose identity he didn't know. And the boasts about “ex- 


the accountants at Ferney, who knew enough to 


pansion” had dismaye 

know that IOS could not conceivably find $44 million for expansion. 

But whatever financial links existed in the mind of Ed Cowett, the 

clandestine tradition of IOS had divided the company into a series of 
1 


separate compartments. A great many people knew that particular things 
I I : } i S 


were going wrong. “But what could you do?” said one of Lechner’s as- 


sistants. “Ed Cowett was the guy running the company. Suppose you 


went to him. You know guy 
to tell the sheriff that the baddies are in town? And while the guy's talking 
you sec the sheriff oj ng the desk drawer with the gun in it—because 
the sheriff's the chief of the baddies?” 

Lechner had now bypassed the “sheriff.” The train of events he set 
ed “the Apocalypse” by the JOS Bulletin. It 
was a suitable title, the Apocalypse being “the revelation of that which 
hath been hid.” The Four Horsemen, in this case, were von Peterify, C. 
Henry Buhl II, Richard M. Hammerman, and Sir Eric Wyndham White. 

After his session with Lechner on Tues¢ 


in motion was later 


*, April 7, von Peterffy talked 
I J 


weekly cash reports, he had already heard some disturbing whispers from 
the accountants. Next Friday, April 10, a meeting of the Executive Com- 
mittce of the [OS Board was due: Buhl decided that a secret cabal must 
meet first. He spoke to Sir Eric Wyndham White, who promised support. 
Next, Buhl called Hammerman at the London office, and asked him to 
arrive quictly the day before the Executive Committee meeting was due. 


Then, on ‘Thur day, April 9, the Four Horsemen met Lechner: not at 


119 Rue de Lausanne, but privately in another set of IOS offices at 

number 147. Lechner said that if they promised to defend his right to 
speak, he had “a lot to say.” 

In other words, it was necessary to mount an intrigue before the com- 

j ! 


pany’s cash position could be discussed by its own d 
At three thirt 


ectors. 


ifternoon, the Executive Committee met, with 


Arnfeal 1 ’ rs 
Cornfeld in the chair, The scene was Ambassador Roosevelt's offi 


draped with a large 


ars and Stripes. Buhl’s horsemen were all there, 
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and so were Cowett and Cantor together with Roosevelt, Ed Cough! 
Wallitt, and a few others. Lechner was ready with “twenty copics ef 
everything.” 

After half an hour, Cornfeld turned to Lechner and said, “What is yr 
cash position?” 

Lechner took out a five-page report. 

Cornfeld szid, “Just give me a number!” 

Buhl and von Peterfly said together, “Let Mel speak!” 

And then Allen Cantor weighed in with, “Let’s get this on the table > 

So Lechner spoke, for the next six hours. “I went all through the loarns,* 
recalled Lechner, “the —— gap. I pointed out that Cowett had tec- 
talking about $25-million profits, when the goddam number wis Sity 
million. Cowett spoke from time to time, Sinking lower in his cha 
They tried to om it me up at first, but I wouldn't Iet them. That was my 

day in court.’ 

It was an unnerving set of sums 3 faced the Executive Committee 
For in the six months since the public offer all the $52.4 million raised 1+ 
the public offer, and more, had been spent. This must set some suit cf 
record for commercial proflisacy. 

Wh.t follows is as close as we can get, from the we ekly and month's 
cash statements, checked with interviews, to the ‘“ incial facts w! ba 
emerged at te Executive Committce mecting. (The proviso should ts 
made that in the shock and confusion of that Friday night, not all the detass 
were clearly grasped.) 

There was, first of all, the money which had been spent to buy shares 
of IOS Ltd. and IOS Management: 


Millions of dollars 


Loan to stock-option plan to buy 834,000 shares of 
IOS Ltd. 

Cowett trust loan to buy IOS Ltd. stock 

King trust loan to buy IOS Ltd. stock (just increased) 

To stock -option plan for 270,000 shares of IOS Ltd. 

Buying 10S Management stock 


. oe ot 
There were some transactions which would be put in a more orthe& 


. ty 
. t adiition ‘ x 
ligh though they consisted largely of much-needed additions t ! 


capital of the sorely tricd IOS banks: 


; Q% Pr 
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Millions of dollars 


New offices, etc. 2.5 
Increase in capital for ODB 2.3 
Increase in capital of Orbis B ink (Germany) 1.5 


uth United going, 


There was the money paid over to keep Cc 


t 
and to buy the Canadian fund group in February (which eveniually 


made a loss). 
Millions of a 


Loans to Commonwealth United 
Purchas> of Canadian Channing 7.0 


There was then 


or to their tax-avoidan 
those to coi ipanies 
that he would like t 
Hefner's Douglus DC-g—th 
guaranteed by the ODB: 


Bi 
in millions of dollars 


Loan to John King personally (apart from family 

trust loans) 2.0 
Loans to Beta Foundation Equipment Associates, 

NOPI purchase, and three Jetstreams 8.3 
ODB gu 


irantee on purchase of aircraft by Bernard 


Cornfeld 4.9 
Loan to Colorade Corporation 1.7 
Loan to William White (a Denver business associate 

of King’s and a Midbar investor) 1.6 
Loan to David Meid (Venture Fund Manager) 0.2 


Loans to IOS Associates and employees 3-3 

Loans to officers and directors of IOS, other than 
already noted 34 
Other guarantees 3:3 
Grand total of transactions. - 75.0 


The m_ vers of the Executive Com 
Cinated as 
claimed thr 


von Peterffy had been in the first place. Corntelad himssit pre 


‘thout that he had been ignorant of the havoc wrought. 
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apologize, Mel,” he muttered, more than once. “I just didn’t know.” 
Some of those present, like Wallitt and Hammerman, must at least have 
known that Cowett had been organizing loans for their tax-avoidance 
projects. Others had had their suspicions. But perhaps even Cowett him- 
self had never looked, until then, at anything like the whole picture. For 
the Executive Committee, the experience was akin to the one suffered by 


Dorian Gray when he uncovered his own portrait after years of sclf-in- 


dulgence. The stunned gathering did not break up until ten-thirty p.m. 


By that time most of them realized that IOS could scarcely survive unless 


help could be found. It is the memory of Eli Wallitt t.at supplies 


yhrase. “We realized,” he said, “that we had all been blinded 
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ETUDE DE 
MMES PIERRE AUDEOUD & CLAUDE GAUTIER 


AVOCATS AU BARREAU DE GENEVE 


26, RUE DE CANDOLLE 


f ma aupeouD 12-7728 
TéLéeen { 555350 H S POST 
SPHONE | Sittogh SRA GES POCEOUS )  casian |. sae 


20 33 il 1208 GENEVE, LE April ik, 1974 


Mr SILVERMANN 
1 Rockefeller Plaza 


USA 


Dear Mr. Silvermann, 


In recollection of our meeting in 
september 1973 with Mr Hafner, the class action suit 
you brought before the New York District Court concerning 
the 1969 issuing of IOS Ltd shares was discussed. 


: As I told you I am representing many 

— | elients who bought 105 Lte shares in september 1969. 

; I would appreciate you telling ne what is the current 
legal situation. 


Please let me know if you are also 
in a position to represent my clients in this action. 
I would be glad to send you more information if you 
need it. € 


Sincerely yours 
ots Ba? 
Claude GAUTIER, avocat 


Mr. SILVE RMA NN 
1 Rockefeller Plaza 


NEW_YORK__10 021 
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Answer of TH Crag od C dated 
Folwmary de, 972, 


NITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


spats paca San a nan map eps aces as es has aca na la acini nrc aaa op as xX 
HOWARD BERSCH, 
Plaintiff, 
$ Index No, 
-against- : 71. Civ. 5373 
DREXEL FIRESTONE, INC., et al., ; 
Defendants. : ANSWER 
ta on ea ee app SA Seah i isn ecb co en ah ee os ee oa ee x 


Defendant J. H. Crang & Co., Ltd., by its 
attorneys Willkie Farr & Gallagher, for its answer to 


the Complaint herein, 


1. Denies each and every allegation con- 


tained in paragraph 1 of the Complaint, 


2.(a)(i) Denies knowledge or information 
thereof sufficient to form a belief as to the truth of 
each and every allegation contained in paragraph 2(a)(i) © 
of the Complaint except admits that in September, 1969, 
J. H. Crang & Co., Ltd. offered and sold 1,450,000 Common 


Shares issued by I.0.8., Ltd. to foreign nationals. 


2.(a)(ii) Denies knowledge or information 
thereof sufficient to form a belief as to the truth of 
each and every allegation contained in paragraph 2(a)(ii) 


of the Complaint. 


2.(b) Denies each and every allegation 


contained in paragraph 2(b) of the Complaint, 


| . 337 P 


2.(c) Denies knowledge or information thereof 


every allegation contained in paragraph 2(c) of the 


| sufficient to form a belief as to the truth of each and 
| Complaint and each and every subdivision thereof, except 
| 


admits that it acted as the underwriter of 1,450,000 


Common Shares issued by I.0.S., Ltd., that I.0.S., Ltd, 


sold 5,600,000 Common Shares to certain underwriters and 
| that Investors Overseas Bank Ltd. offered 3,942,000 


1 Common Shares issued by 1I.0.S., Ltd. 


2.(d) Denies each and every allegation con- 
| tained in paragraph 2(d) of the Complaint. 


2.(e) Denies each and every allegation con- 


| tained in paragraph 2(e) of the Complaint. 


2,(f) Denies each and every allegation con- 
| tained in paragraph 2(f) of the Complaint, except denies 
ge or information sufficient to form a belief as 
| to the truth of the allegations contained in part (ii) 


| thereof, 


tained in paragraph 2(g) of the Complaint. 


3.(a) Denies knowledge or information thereof 
sufficient to form a belief as to the truth of each and 
every allegation contained in paragraph 3(a) of the 


Complaint. 


3.(b) Denies knowledge or information there- 


2.(g) Denies each and every illegation con- 
| 
| of sufficient to form a belief as to the truth of each and 


Py 


os a 


every allegation contained in paragrap 


Complaint, 


3.(c) Denies each and every allegation contained 
f the Complaint, except admit 
J. H. Crang & Co.,Ltd, is a broker-dealer registered with 


various Canadian securities commissions and has its prin- 


cipal place of business in Toronto, Canada, 


3.(d) Denies knowledge or information thereof 
sufficient to form a belief as to the truth of each and 
every allegation contained in paragraph 3.(d) of the 
Complaint, except admits that Arthur Andersen & Co, is an 


international firm of accountants, 


ch and every allegation contained 
) of the Complaint, except admits that 
td. acauired substantially all of the assets of 


Ltd. (S.A.) in June 1969. 


3.(f) Denies each and every allegation contained 
in paragraph 3.(f) of the Complaint, except admits that 
in September 1969, Bernard Cornfeld was the President, 
Chairman of the Board of Directors and largest shareholder 


of I.0,.S., Ltd, 


kh. Denies each and every allegation contained 
bg & 


in paragraph 4 of the Complaint, except admits that in 


cr 


September 1969 certain shareholders of I.0.S., Ltd, sold 


a 


Common Shares issued by 1.0.S., Ltd. 
3 


5. Denies each and every allegation contained in 


paragraph 5 of the Complaint, 
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6. Denies each and every allegation contained in 


paragraph 6 of the Complaint, except denies knowledge or 
information thereof sufficient to form a belief as to 
whether 3,000,000 shares were sold in Canada in September, 


1969. 


7. Denies each and every allegation contained in 


So 


Naragraph 7 of the Complaint, except admits that the 


te 


1,450, ,000 Common Shares of I,0.S., Ltd. underwritten by 
J. H. Crang & Co, were offered at a price of $10.80 per 


share (Canadian), 


8, Denies knowledge or information thereof 
sufficient to form a belief as to the truth of each and 


every allegation contained in paragraph 8 of the Complaint. 


9. Denies knowledge or information tnereof 
sufficient to form a belief as to the truth of each and 
every allegation contained in paragraph 9 of the Complein’, 
except denies each and every allegation contained therein 


as they apply or refer to J. H. Crang & Co., Ltd. 


10. Denies knowledge or information thereof 
sufficient to form a belief as to the truth of each and 
every allegation contained in paragraph 10 of the Complaint, 


and each and every subdivision thereof, 


11. Denies knowledge or information thereof 
sufficient to form a belief as to the truth of each and 
every allegation contained in paragraph 11 of the Complaint, 
except denies each and every allegation contained therein 


as they apply or refer to J. H. Crang & Co,, Ltd, 


& 


C40 pA 


12. Denies each and every allegation contained in 
paragraph 12 of the Complaint, 
division thereof, except denies knowledge or information 
sufficient to form a belief 


allegation that underwriters an dH, 


Co., Ltd, disseminate orospectuses through the United 


States mails and ot eans and instrumentalities of 


interstate commerce, 
13. Denies knowledge or information thereof 


ufficient to form a belief 
and every allegation contained in paragra 
Onplaint, pt ni ach and every a 


vherein a appl} refer to J. 


Denies knowledge or information thereof 
rm @ belief as to the truth of each and 
every allegation contained in paragraph 14 of the Complaint, 


subdivision therecf, 


15. Denies knowledge or information thereof 
sufficient to form a belief as to the truth of each and 


every allegation contained in paragraph 15 of the Complaint. 


16. Denies knowledge or information thereof 
sufficient to form a velief as to the > each and 


every allegation contained in pa ran ' the Complaint, 


Denies knowledge 
each and’ 


ga the Complaint. 


18. Denies knowledge information thereof 


sufficient to form a belief as to the truth of each and 


nf X 


C0 Qa 


every allegation contained in paragraph 15 of the Complaint 


ision thereof, except denies 


—} 
z 


the allegations contained therein as 


to J. H, Crang & Co., Ltd, 


) + = l | ler . swt ae . 4 
19. Denies knowledge or infornation thereof 
= Sawer 2 .a7 sf ane + 1, + wry t) af a 
nt to form a belis as to the truth of each and 


nmattan Antatnes : “2 a-y } . ra] 
zation contained in paragraph 19 of the 
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22. This Court lacks 


subject matter of this action, 
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ee The Southern 


| inconvenient fort 
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FOX A FLIETH, SEPARATE AND 
AFFIRMATIVE * DEFENSE TO THE 
COMPLAINT, DEFENDANT J. H,. 
CRANG 2 cé, “TD, ALLEGES: 


oy, J. H. Crane & Co., Ltd. transacts a business 


in securities without the United States. The acts alleged 


were part of that business, Pursuant to Section 30(b) of 


the Securities Exchange Act (Tit. 15 U.S... §78(dd)b), this 
Court lacks jurisdiction over the subject matter of this 


action, 


FOR A SIXTH, SEPARATE AND 
AFFIRMATIVE DEFENSE TO THE 
CCMPLAINT, DEFENDANT J. H. 

CO TD, ALLEGES : 


25. No act or transaction constituting the pur- 
ported violation alleged in the Complaint occurred in the 
Southern District of New York. J. H. Crang & Co., Ltd. 
neither is found nor transacts business in the Southern 
District of New York; no shares offered by the prospectus 
it signed were offered or sold in tne Southern District of 
New York; it did not offer, sell or participate in an offer 
or sale of Common Shares issued by I.0.S,., Ltd, in the 
Southern District of New York, This Court lacks venue with 
respect to this action, 

FOR A SEVENTH, SEirARATE AND 
AFFIRMATIVE DEFENSE TO THE 
COMPLAINT, DEFENDANT J. H. 
CRANG & CO,., LTD, ALLEGES: 

26, The claims alleged in the Complaint, in whole 
or in part, did not accrue within the applicable period of 
the statute or statutes of limitations and are barred, 

FOR AN EIGHTH, SEPARATE AND 
AFFIRMATIVE DEFENSE TO THE 


COMPLAINT , VEPENDANT Jy i 
LTD. ALLEGES 


CRAG & CO., s 


| 
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27. The claims allesed in the Complaint, in 


whole or in part, are barred by plaintiff's laches, 


ae 


NINTH 


28. Plaintiff was employed by a company affiliate 


with I.0,S., Ltd, and had knowledge of all of the facts 
alleged in the Complaint including paragraphs 10, 12 and 


this action, 


the Complaint are proved, defendant J. H. Crang & Co., Ltd, 
at the time of the offering alleged in the complaint did not 


CBS 


ALLE UD > 


the matters alleged in 


know, and in the exercise of reasonable care could not have 


known, or any untrue statements of material facts or 


the Complaint are proved, defendant J. H. Crane 


had, after reasonable investi 


aterial omissions, 


FOR AN ELEVENTH, SEPARATE AND 
AFFIRMATIVE DEFENSE TO THE 
COMPLAINT, DEFENDANT J. H. 
CRANG & CO,, LTD, ALLEGES: 


30. To the extent any of the matters alleged in 
+ ” ies 3 QoQ 


ation, reasonable ground to 


believe and did believe that at the time of the offering 


2 


were true and that there was no omission to state a material 
fact required to be made or necessary to make the statemen 


made not misleading 


allered in the Complaint 
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FOR A TWELFTH, SEPARATE AND 
AFFIRMATIVE DEFENSE TO THE 
{PLAINT, DEF“NDANT J. H. 
CRANG & CO., LID, ALLECES: 
the extent that any 
untrue 
2 found to be 
authority of 
no reasonable ground to helieve 
of the of ing, that the m made were un- 
rue or that there 
required to be 
or did not fairly represent tne stete- 
or was not a fair copy of an extract 


the report or valuation of the expert 


COMPLATS ‘ T > 


s CO... LTD 
32. To the extent 
in the Complaint are proved, plaintiff and the 


any purported class allegedly represented by plaintiff ali 


knew, or in the exercise of reasonable care should have 


any untrue statements of material facts or material 


SEPARATE 

IRMATIVE DEFENSS TO THE 
PLAINT, DEFENDANT J. H. 
LID, ALLEGES : 


33. exte that any of the matters alleged 
in the Complaint are proved, all of the damages allegedly 


incurred by plaintiff and by the members of any purported 


class allegedly represented by plaintiff represents other 


» 


( 


than the dep1 :ciat ion in value of 


from such a ee 


un 


WHEREFORE, 


that j 


together with the 


and for sul 2 

Court r° ‘ 2 
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‘dgment be en 
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their securities resulting 


truths or omissions. 


défendant J, H, Crang & Co., Ltd. prays 


tered ainst plaintiff and for defendant, 


costs of this action and counsel fees, 


r and further relief to defendant as the 


28, 


just and proper. 


New York 


1972 


WILLKIE FARR & GAJ,LAGHER 


ALE LLAML. 
NV GcttembeF LA 


Attorneys for Defendant 
J. H, Crang & Co., Ltd. 


1 Chase Manhattan Plaza 
New York, New York 10005 
Plu8-1000 i 
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izving M. Pollack, 
Director, 
Solomon Freedaan, 7 
Director, Divis £ *Sorpozs 
Philip A, Loonis, Jx., Esq. ° 
- ., General Counsel 
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7. 
. ses « 


“Securities and Ixchange Commission 7“4&- 


6, The progean sponsor will confira the investment di- 
rectly to the investor Spine wi ate _fox ward: a copy c£ the confirza- 
tion to the Age L 


iesion payable to the order of 10S will %2 
onsox to st Agent for transmission to [08 _. 
sequent investacats mace by the anvestoz, 

‘ 


‘ §8,° Phe investor will forward all pzynents subsequent 
to the initial payment directly to the progres sponsor or custo~ 
Gien, and will receive on the occasion of cach such payernt a 
confixaction nailed to hin directly, ‘ h 

‘3 ! 
9, IOS will seck to obtein the full G2alex's discount 

(or as close to the full dealer's discount as it is able to ne- 
gotiste) with respect to each such sale, 


appointed an Agent, IOS shall retain the cme! to maintain a dixect 
contractual relationship and shall have the right to contact such 
Sponsor ox undarwriter directly concerning texas of rd existing 
contract, .toposals for ancending such seine and matters relating 
to the enfoxcement of such contract. O& shail not, touevs x, cone 
act the sponsor ox underwriter, hee > through the ”Asen e in any 
hae te directly involving or incidental to any ofxering ox sale of 


oe 
. 


. 


: 41, LOS will communicate with the Agent of the United 
States prograa sponsors in connection with probler is which may 
arise involving investor accounts, 


1°. Compensation will be paid by the program spon 
.o the Agent, it may be aaticipated that such compensation will 
nn a flat annual fee basis,, SRR MRETATS FEY a year for 
roprea Sponsor re +e, ek el atin 
i Cree SF ° eee ae saa tiger J ; 
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‘ At the present time ICS fuads the 70S Tavestment Progra . 
fo accunulate Dreyfus ‘a~d RIC shares on a daily basis by sending 
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deposit in Geneva, Switzerland of cash in the account 2 
, of the Agent with Credit Suisse in Gers ,- for tran nission by 
Credit Suisse to its subsidiary, Swiss Am2riccn Cozpe~ ation pe ats 
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* - Direct Comaunication with United States 


Ne Progr=a Sponsors and Tnves trent Company : he oe 
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. IOS will communicate dixcct ly with fro rv 
-,? the United States solely for che purpose of servici ng existing - 
".., a@ecounts of ICS custosers, and as set forth iu paragraph "10" ' 
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SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 29549 ; 
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Robart J, Haft, Zsq. 7 : 3 
Ross, Stamer, Wolf & Hatt ° : i 
Attorneys At Law Fe uy 
122 East 42nd Street : 
Now York, New York 10017 . ; 
. ~ : : 4 . 
Re: In the Matter of 1.0.S., Ltd, (S.A.) d/b/a. : 
‘ Lavestors Overseas Services, ect al. : ae 
"oe (Adsinistrative Proceeding 3-497) a ae 
Dear Mr, Haft: . A 
By letter dated April 17, 1967, you’ described the manner in which 
IOS shall concuet its securities activities in conforsity ...2% se. 
undertaking in Paragraph 1 of the Comaissioa's Order Accepting 
Offer of Settlenent dated May 23, 1957, which provides that IOS 
end other related parsons "...shall conduct no activitics subject 
to the jurisdicticn of the Comaission...” . 
After review of your letter, the staff: determined that the’ 
deseribed procedures are in conformity with and if exfected in 
the precise nonnacr described ere in compliance with the under 
teking sect forth in Peragrcph 1 of the aforesaid Orccr, 
it. should be clearly understood, however, that the staff's ws 
position is besed solely upon and is limited to the specific ’ 
proceduves and vepresentations set forth in your April 17 letter 
and has no application to any facts or procecures other than 


1G 
those ceascribed in said letter. 


"Very truly yours, 
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Edward Cowett, Esq. 


stand that I.0.S., Ltd. (hereinafter called 
the "Company") is a public company incorporated under the laws 
of Canada by letters patent dated January 28, 1953 and that at 
the authorized capital of the Company is 
$56,250,000 (United States currency) divided into 75,000,C00 
erred Shares of the par value of 25¢ (United States 
currency) each (hereinafter called "Preferred Shares"). and 


150,000,000 Common Shares of the par value of 25¢ (United 


States currercy) each (hereinafter called "Common Shares ual) 3 


won 


rstand that 43,674,156 Preferred Shares (and 
5,392,990 Common Shares (and no more) in the 
capital of the Company are now issued and outstanding as fully 
paid and non-assessable. 
We also understand tnat, pursuant to authority 
conferred on Edward M. Cowett ("EMC") by powers of attorney 


(copies of which have been delivered to us) made in favour of 


SMC by $e persons named in Schedule A hereto (hercinafter called 
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the "Selling Shareholders"), ENC, as agent of the Selling 


standing Common Shares in the capital of the Company 


beneficially owned by the Selling Shareholders. We confirm. 
th: te have agreed to buy and EMC, as agent of the Selling 


nareholders, has agreed to sell to us the said 1,300,000 
Common Shares at the price of $9.50 (United States 


currency) per share, all on the terms and conditions set out 


1. TERMS AND CONDITIONS. Our obligation to take up and pay 
for the said 1,300,000 Common Shares is subject to fulfilment 
of and compliance with the following terms and conditions: 

(a) On or before September 24, 1969, the Company shail 
have obtained from the Ontario Securities Commission and from 
all the corresponding authcrities or commissions in the other 
Provinces of Canada receipts for a final prospectus (herein- 
after called the "Prospectus") relating to the offering to 
the public in Canada of 1,450,000 Common Shares. The Prospectus 
shall contain such reports and financial statements and such 
other information as may be approved by our counsel as being 
in conformity with the requirements of The Securities Act, 
1966 of Ontario and of the corresponding statutes of the other 
Provinces of Canada and the regulations thereunder and shall 
be in terms appropriate for our use in offering the Common 


Shares for sale to the public in Canada. The Prospectus shall 
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also describe the Preferred 5 >S the Common Shares and 
accurate information as to the affairs 
us of the 
sion and warranty by 
she Company to us that all tl j mation and statements con- 
tained therein are true correct and that the Prospectus 
uirements of the statutes above-mentioned 
September 24, 19€9, the Company shall 
agreement (hereinafter called the "Drexel 
Agreement") under which the Company shall have agreed to issue 
and sell, anc x¢ I iman Ripley, Incorporated, on behalf 
the other Underwriters named in such agreement, 
at the Time of Closing hereinefter 
referred to, 5,600,000 Common Shares in the capital of the Company 
at a price of $9.675 (United States currency) per share; 


Ps 


(c) On or before September 24, 1969, EMC, as agent of the 


Selling Shareholders, shall have entered into an agreement 
(nereinafter callzd the "IOB Agreement") under which Investors 
Overseas Bank Limited (hereinafter called "IOB") shals have 
agreed to sell, at the Time of Closing hereinafter referred to, 


as agent of the Selling Shareholders, 4,092,000 Common Shares 


in the capital of the Company at a price of $9.50 (United States 


(d) If requested by us, the Company shall, on or before 


October 15, 1969, have filed with the Department of the Minister of 


Consumer and Corporate Affuirs of Canada a copy, certified by an 
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if such prospectus or document was 
filed with a public authority of 
any foreign country in accordance 


with the requirements of the law 


together with statements of the date and place of filing therec?; 
(e) At the Time of Closing hereinafter referred to, we 


ve received a favourable legal opinion from our counse. 
(who shall be entitled to rely upon the opinions of various. 
counsel for the Company as to all or any of the matters mentions 
below, which opinions such various counsel shall give if 
requested) 
(4) as to the incorporation and organiz 

tion of the Compan 
(44) as to the authorized share capital 
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of the Company and tha 
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the issued capital of the Company 
consists of 43,674,156 


Preferred Shares (and no more) and 
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10,992,000 Cominon 


capital of the Company, including 
the 1,300,000 Commen Shares hereby 
‘agreed to be purchased and sold, 
are outstanding as fully paid and 
non-assessable shares; 

as to the form and terms of the 
definitive certificates for the 
Common Shares 35 

that the sale by EMC, as 

agent of the Selling Shareholders, 
of the 1,300,000 Common Shares as 
herein provided does not and will 
not conflict with or result ina 
breach of any instrument or agree- 
ment to which the Selling Share- 
holders, the Company or any of 
them is a party; 

that the sale by IOB, as agent of 
the Selling Sharehclders, of the 
4,092,000 Common Shares referred 
to in the IOB Agreement does not 
and will not conflict with or 
result in a breach of any instru- 


ment or agreement to which the 


(viii) 


(ix) 
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Selling Shareholders, 


of 


5,600,000 


+hyam 4 a 
them is a part 


Common Shares referred 
. ~ * % Aw Te = 
the Drexel Agreement does 


to in 


not and will not 
or result in a breach of any of 
conditions or provi- 
the letters patent 
incorporating the Company or any 
ry ‘etters patent issued 
to the Company or the by-laws of 
the Company or any instrument or 
which the Company 
is then a party; 

that the Company is not liable for 


the payment of any taxes on income 
or capital receipts to Canada or 
subdivision 


any political thereof; 


that all filings and other steps 
required under all applicable laws 
{nciuding applicable laws of Canada 
and all the Provinces of Canada, 
taken to 


have been duly made and 


offering of the 5,600,000 


o 


permit th 


Common to in the 


Drexel Agreement, wi.e offering of 


a 
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the 4,092,v00 Common Shares referred 
to in the IOB Agreement and the offer- 


ing of the 1,300,000 Common Shares 


ates for the 
1,300,000 Common Shares hereby agreed 
to be purchased and sold will, under 
applicable laws of Canada and the 
Province of Ontario, pass to us gocd 
and marketable title to such shares 
free from all liens, charges and 
encumbrances of which we do not 
have notice; 
that this agreement has been duly 
authorized, executed and delivered 
by the Company on its own behalf 
end on tehalf of the Selling Share- 
holders by EMC; 
assuming due and valid execution of 
the aforesaid powers of attorney 
made in favour of EMC by 
each of the Selling Shareholders, 
that EMC has been duly 
authorized by each Selling Share- 
holder to sell and deliver Common 


Shares as agent and on behalf of 
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such Seliing Shareholder in accord- 
’ 
ance wi. the terms of this agreement; 
(xiii) as to all other legal details in any 
way connected with our purchase and 
offering of the said 1,300,000 Common 
Shares as herein provided; 
- (f) Prior to the close of business on ‘the tenth 
business day following the date of the receipt obtained fron 
the Ontario Securities Commission for the Prospectus as pro- 
vided in paragraph (a) above, we shall not have given the 


Company writt2n notice of the occurrence of an event or the 


it inexpedient or inadvisable to offer or to continue to 
offer the said 1,300,000 Common Shares for salc to the publics 
and we shall not have given the Company written notice that 
in our opinion market conditions are such that it would be 
inexpedient or inadvisable to offer or continue to offer 
the said 1,300,000 Common Shares for sale to the public; 

e: (g) At the Tire of Closing hereinafter referred to, 

the Company shall deliver to us a certificate signed by the 

Executive Vice-President of the Company to the effect that, 

* to the best of his know’ed> , 

(i) the Prospectus for which a receipt 

is obtained from the Ontario 


c 


urities Commission as provided 


Q 
i) 


in paragraph (a) above does not 
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contain any untrue statement of 
any material fact and does not 


omit to state any material fact 
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required to be stated 
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necessary to make th 


therein not misleadi 
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(ii) the representations and warranties 
of the Company hereinafter con- 
tained are true and correct in 
all material respects as at. the 
Time of Closing hereinefter 
eferred to; 
(h) No order to cease trading in the primary dis- 
the pudiic of the Common Shares shall have been 


ib 
made prior to the Time of Closing hereinafter referred to by 


the Ontari. Securities Commission or the corresyonding authority 


or commiss_24 of in any otter Province of Canada; 


(i) t or prior to the Time of Closing, hereinafter 


referred to, the 5,600,000 Common Shares referred to in the 
Asreement shall have been taken up and paid for in 
accordance with the provisions of such agreement. 


The Company and EMC agree that the foregoing condit 


are to be complied with by the Company and EMC in so far as the 
same relate to acts to be performed or causcd to be performed by 


the Company or EMC, that the Company and EMC will use their best 


efforts to comply with the said conditions or to cause the s 


conditions to be complied with ond that in the event that’any of 
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the aay Sonetteee are not complied with we may give notice 

to EMC as herein provided and in such event all our obligations 
hereunder snall be at an end. Notwithstanding the giving of 
such notice the expenses agreed to be paid by the Company and 
erred to in clause 8 hereof incurred up to the time of the 
Giving of such notice snall be paid by the Company. It is 


understood that we may waive in whole or in part or extend 


of any otner condition or cenditions or any other or subsequent 
breach or non-compliense provided that any such weiver or ex- 
tension shall be binding upon us only if the same is in writing. 


2. REPRESENTATIONS Ai.) WARRANTIES OF THE COMPANY. The Company 


and EMC hereby represent and warrant as follows and acknowledge 
that our agreements herein contained are made in reliance on 


such representations and warranties 
(a’ The Company and each of its subsidiartes has been 

Guly incorporated and organized and is now, and at the Tire of 

Closing he nafter referred to will be, a validly existing cor- 

poration in good standing under the laws of the jurisdiction 

under which it has been incorporated and is now, and at the 

said Time of Closing will be, duly qualified to conduct its 

business and own the properties described in the Prospectus 

in each jurisdiction where its business is conducted or 


properties are located; 
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«) Except as reflectea in or contemplated by the 
Prospectus, since the respective dates as of which informa- 
tion is therein given, there has been no change in the 


capitalization nor any material adverse change in the con di- 


_ 


tion or general affairs of the Company and its subsidiaries, 


. 


financial or otherwise, and neither the Company nor its 


a 


y : 


subsidiaries have incurred any material obligation or 


indebtedness or entered into any material transaction other- 


wise then in the ordinary course of business and there has ° 
been no Cividend or distribution declared and/or paid on 


any of the Company's shares; 
> 
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(c) Except as set forth in the Prospectus, there is no 
action, suit or proceeding before any court or governmental 
agency or body pending or, to the knowledze of the Company 
threatenec, which might result in judgments against the Com- 
pany or any of its subsidiaries in excess of $30,000 in the 
aggregate which is not adequately covered by insurance, or 
which is pending, or, to the knowledge of the Company, 
threatened by any public body, agency or authority which in 
the judgment of the Company might result in any material 
adverse change in the condition (financial or otherwise), 
business or prospects of the Company or its subsidiaries or 
would materially affect their properties or assets; 

(d) The Company and its subsidiaries have good and 
marketable title to all properties and assets described in 


the Prospectus as owned by them, free and clear of all licens, 


‘charges, encumbrances and restrictions, except such as are 


~ 
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Gescribed in the Prospectus or are not raterially significant 
or important in relation to the business oi: the Company; 
(e) The consummation of the transactions Fk -cin con- 
templated and contemplated by the Drexel Agreement anu the IOB 


o 


Agreement and tne fulfillment of the terms hereof or thereof 


reemenct, lease, mortgage, deed of trust or 
nstrument to which EMC, the Company or 
any of its subsidiaries is a party or by which they are bound, 
or their corporate charters or by-laws, or violate any law or 
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any order, rule or regulation applicable to the Company -or 
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any of its subsidiaries ¢' ey court or of any regulatory 


vive age: cv or other governmental body 


marketable title to the Common Snares to be sold by EMC here- 
of any securify interest, claims, liens or encumbrances other 


s)dep, 


under; each Selling Shareholder has duly authorized EMC as his 
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agent and on his behalf to execute and deliver this agreement 
4 : 3 s ; } har « 4 he entic hy EMC } ‘Pun 
and to deliver the Common Shares to be sold by EMC nereunder 
-} TTS Gani ep Chawnad IAan: rant Cai Cray 
as the agent of such Selling Shareholder; each Selling Shnare- 


holder has full legal right, power and authority to enter into 
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ell, assign, transfer and deliver to us in the manner proviced 
herein the Common Shares to | sold by EMC hereunder 
of such Selling Shareholder; 

fer such Common Shares hereunder, we 


such Common Shares free and clear 


mor encumbrance other than such as may 


COVENANTS O iH IPANY, he Company hereby covenants and 


best efforts to obtai 
on the Amsterdam Stock 
e, the Montreal Stock 
will arrange to 
have its Common Shares calied for trading on the Montreal Stock 
Exchange and The Toronto Stock Exchange at such time as we may 
specify after the expiration of the period of 90 days immediate): 
following the completion of the primary distribution of the 


Company's Common Shares pursuant to this agreement, the Drexel 


Agreement and IOB Agreement; 


(ob) The Company will promptly notify us in writing 


with full particulars, of any change, actue anticipated 
rimary distribution 

the public of the said 1,300,000 Common 

facts contained in any statement, 

port comprised in the Prospectus whi is ¢ 12} f such 


a nature as to render such statement, anclal statement or 
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statement or report misleading and will file with 
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promptitude any amended prospectus, financial stat 
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report (each of which shall first be submitted to 
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of any period prescribed by The Securities Act, 1966 o 
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Ontario or the corresponding statute of any of the 
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or the regulations thereunder, 


EL, OUR COVEN "S. We hereby covenart; and agree with the 
Company as follows: 

(a) We will effect primary distribution of the 
Common Shares nereby agreed to be purcnased and sold to t! 


extent of 1,200,000Common Shares in Canada and to the extent 


of 160,000 Common Shares in the Bahamas Islands 
banking group to be formed by us consisting of not 


Gealers; 


(bo) We will effect primary distribution of the s: 


1,300,000 Common Shares at the offering price to t 


and on the several terms and conditions set forth 
Prospectus; 


(c) We will use cur best e 


2. 


distribution as possible of the 


and will use our best e 
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Common Shares the number of Common Shares that may 
s San i » . Scie ‘ 9:8 oxide aye he ea rm 
in the course of primary distribution, by any one 


or corporation; 


(d) We will use our best efforts to restrict 


the said 1,300,000 Common Shares during the course 


he 


forts to effect as 


less 


1,300,000 Common 
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to one thousend (1, 
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distribution to persons other than citizens of the Uniter 

States of America and other than person’ who are executives, 
employees or sales associates o 
diaries or members of the families o 
employees and sales associates. For the purpose of this 
paragraph (d), members of an individual's family are his 


+ 


spouse, sons and daughters whether or not they live together. 


5. PAYMENT FOR AND DELIVERY. Payment for the said 
Common Shares which we have agreed to purchase hereunder 
shall v2 mace by certified or bank cheque or cheques 
ENC payable at par in London, England at 
the offices of Tne Bank of New York, 147, Leadenhall Street, 
London, =.C. 2, England at the hour of 3:00 o'clock in the 
afternoon (London time) on October15, 1969 or at such other 
time on such other date as we and the Company may agree upon 
in writing (the time and date on which payment is actually 
made being herein called the "Time of Closing"). 

Delivery of certificates for the said 1,300,000 
Common Shares shall be made to us at the Time of Closing at 
the offices of Montreal Trust i chal 25 ng Street West, 
‘Toronto, Canada. Such certificates shall be in fully 


ch names and for such 
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registered form and shall be ins 


Closing. Such certificates shall be available for examina- 


tion by us at the said offices of Montreal Trust Company 


Ww 
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during the 2 business days immediately preceding the Time 
¥ 
of Closing. 
6. INDEMNIFICATION. The Company hereby agrees, on its own 


pehalf and on behalf of the Selling Shareholders, to indemnify 


(a) all losses, claims, damages, liabilities and expenses 
1g out of any untrue statement contained in 
the Prospectus (as originally filed and as from time to time 
amendec and/or supplemented) or the omission therefrom of a 

act required to be stated therein or necessary to 
make the statements therein not misleading, unless such state- 
ment or omission was made in reliance upon and in conformity 
wivh written information furnished to the Company by us 


expressly for use in connection with the preparation of the 


(o>) all losses, c?aims, damages, liabilities and expenses 
caused by or arising out of any pronibition or order agains 
trading in or effecting primary distribution of the Common 
Snares or any of them ordered or made by the Ontario Securities 
Commission or the corresponding authority or commission in any 
other Province of Canada provided that such prohibition or 
order shall have been ordered or made wholly as a result of 
matters within the control of the Company; 

(ec) all losses, claims, damages, liabilities and expenses 


incurred by us in settlement of any litigation, commenced or 


threatencd, or of any ciaim whatsoever based upon any untrue 
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statement, omission, prohibition or order of the type referred 
to in paragraphs (a) and (b) above, if such settlement is 
effected with the written approval o 


(d) against all expenses whatsoever reasonably incurred 


Q 
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litigation, commenced or threatened, or any claim whatsoever 
based upon any actual or alleged untrue statement. or omission 
erred to in paragraph (a) above or any prohidi-~ 
erred 
indemnity asreement with respect to any claim made against us 
(1) - which arises out of or is based on 


any untrue statement or omission or 


or omission in any preliminary 
prospectus, if Common Cuares in 

. respect of which any. loss, expense, 
c]aii, damage or liability is asserted 
shall have been delivere?c after sale 
vithout being accompanied or preceded 
by a Prospectus which corrects such 
untrue statement or omission and 


(ii) unless we shall have notified the 


process shall have been served upon 
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relieve it from any liability 


which it may have otherwise than 


in the defense, or if it so elects within a’reasonable time 
ter receipt of such notice, to assume the defense, of any 
suit drought to enforce any such claim, but if the Company 
elects to assume the defense, such defense shall be conducted 
by counsel chosen by it and satisfactory to us in any suit so 
brought. The - indemnification agreement contained herein shall 


remain operative and in full force and effect regardle 
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investisation made by us or on our behalf and shall survive 
delivery of the1l,300,000 Common Shares hereby agreed to be: 
purchased and sold The Company agrees promptly to notify us 
of the asserticn of any claim or commencement of any litiga- 
tion or proceedings against it or any of its officers or 
directors in connection with the issue and sale of the said 
1,300,000 Common Shares. 

We hereby agree to indemnify and hold harmless EMC, the 
Company, each of the Selling Shareholders and each director 
and officer of the Company against all losses, claims, 


arn, oo Sawt 4+#4 . 2 JYasrta , % + 
damages or liabilities (including, unless 


elect to assume 
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the defense, the reasonable cost of investigating and defending 


Ss incurred in conncecc- 
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against any claim therefor and counsel 


tion therewith), joint or several, to which EMC, the Company, an; 
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of the Selling Shareholders or any such director or officer 
may become subject under The uriti 2 1966 of Ontario 
or any corresp ing statute of ; y Provinces of 
vanada or the Sulations ¢} in ny other statute 
at common law, arising out of or based on the ground 
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Prospectus (as originally filed and as from time 
includes an untrue 
waterial fact or omits to state a material 
ea to be stated therein orn cessary in order to 
ents ‘therein not misleading, insofar as any 
was made in reliance upon, and 
in conformity .witl formation furnished to the 
pecifically for use in connection with the 
provided, however, that in no case are 
liable with respect to any claim made against the. 
/ person against whom the action is brought, 
unless the Company or any such person shall have notified us 
promptly after the Summons or other first legal 
have been served upon the Company or such 


person giving information of the nature of the claim; provided 


always that failure to so notify us shall not relieve us fron 


any liability which we may have to the Company or such person 
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n account of the indemnity agreement con 
© our own ex 
in the defense, or, if we soe 
any suit brought to enforce ar liability, but, 


elect to assume Tens shall be conducted 
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by counsel chosen by us and satisfactory to, the Company. In 


the event that we elect to assume the defense of any such suit 


and retain such counsel, EMC, the Company, the Selling Shareholders 
and such officers and directors defendant or defendants in the 

suit shall bear the fees and expens: of any additional counsel 
retained by them, respectively. The indemnification agreement 
contained in this paragraph (> snall remain operative and in 

rull force and effect regardless of any investigation made by 


or on behalf of the Company or any person so indemnified, ane 


hall survive the celivery of the 1,300,000 Common Shares hereby 


agreed to de purchased and sold. We agree promptly to notif; 
‘tthe Company of the commencement of any litigation or proceedings 


ist us in connection with the issue or sale of the said 


je REPRESENTATIONS AND AGREEMENTS TO SURVIVE DELIVERY. All 
representations, warranties and agreements of EMC anc the Compan; 
shall remain operative and in full force and effect regardless 

of any investigation made by us or on our behalf or by or on 


behalf of EMC or the Company and shall survave delivery of the 


1,300,000 Common Shares hereby agreed to be purchased and sold. 


8. COSTS AND EXPENSES. If the sale and delivery of 


1,300,000 Common Shares herein provided for is consummated, we 


2 . . wr ean ~natdaan . +}. at ry 2 wm oe 
will pay all costs and expenses incident to the public offering 


of the said 1,300,000 Comson Shares to a maximum_of $200,000 
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(United States currency), including, but not limited to, the fees 
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and expenses of our counsel] and counsel for the Company and the 
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costs and expenses incident to the preparation, printing and 


filing of a preliminary prospectus and the Prospectus under The 
Securities Act, 1966 of Ontario and the corresponding statutes 


of the other Provinces of Canada, but not including the costs 

of printing definitive share certificates and sha re warrants, 
security transfer and similar taxes and the costs and expenses 
of the registrar and transfer agent and any branch registrar and 
ci- 


branch transfer agent incident to the delivery to us of certi 


cates for the said 1,300,000 Common Share If the sale and 
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delivery of 1,360,000 Common Shares herein provided for is not 
consummated, the Company will pay all costs and expenses incident 
to the pronosed public offering of the said 1,300,000 Commo 
Shares, including cur out-of-pocket expenses and the costs and 


expenses. re ced to above; provided always that the Company 


@ 


shall in no event be liable to us for damages on account of loss 


of anticineted pr: fits from the sale of Common Shares. 
9. EFFPECTIVENESS.; Th agreement shall become effective at 


9:00 A.M. Toronto time on the first full business day following 

the ¢rite of the obtaining of a receipt from the Ontario Securities 
Commission ior tne filing of the Prospectus with it. This agree- 
ment may be terminated by the Company at any time before it becomes 
effective in accordance with this clause 9 by notice from the 
Company to us and may be terminated by us at any time before it 
becomes effective in accordance with this clause 9 by notice fron 


us to the Company. ‘Any termination of this agreement under this 


clause 9 shall be withovt liability on the part of the Company to 
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ded, if sent to us shall be . 
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jeneva, Switzerland, Attention: E. M. Cowett. 
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If the in accordance with your under- 

standing of our ment, please sign and return to us at 
20 King Street West, Toronto, Ontario, Canada, the enclosed 
duplicate hereof, ereupon it will become a binding agreement 
between EMC, the Company and us in accordance with its terms. 
By his signin t, EMS represents that he has 
been sautcnoriz Selling Shareholders to execute 
the same on behalf of such Selling Shareholders and to act for 
such Selling Shareholders in the manner herein provided. 

Yours very truly, 

Oy ie CRANG) & {C 
ne foregoing is in accordance 
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Edward M. Cowett 
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CAPITAL Oa. 4.200.000 
APARTADO 912 


‘EZOLANA 


TELEFONOS;: 89.31.11 AL 15 
CALLE MAURY - CATIA 


CARACAS 


Caracas: 


dae Grant: & Co. 
20 Kine Street West 
Toromo, Canada 


Gert lemen, 


June 13, 


1969. 


As we understand, your firm wif? act as 
Usderwriter for the shares of 1.0.8... ltd. (S.A.) 
that will become a public corporation inthe near 
future. 

We would like to purchase now a block of 
2.000 shares of this company at the current price, 
for this reason we ask you to felp us obtain these 
shares. 

We await with great interest your earliest 
news, and are ‘ : 

ae an truly, 
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J. Gozon 
c/o C.A. Textil Venezolana 
Apartado 912, Caracas. 


June 20, 1969. 


Moo Je Grn, 

c/o CoA Textil Venezolana, 
Lpcztaco 912, 

CarceasSy 


Temata 
Grerviice 


Re your enquiry coacermins 


of cn issue Of 1.0.Se, Ltde (Sete), the Company has announced 


that ta ts theirs inteaticn to proceed with on offering of 
the shares of [e0Sen Ltde (S.Ae) comtics in the fail of 1959. 
Jee Croag & Coe will be tha Cansdica tncer 
uriter for these chaces and va would cuggest that you contact 
a Eeropean or UeKe ctock broke> for further Informations 
your enquiry, we cenain 


‘ours very truly, 
JeHe CRANG & COo 
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Telephone; 78141 P. O. BOX 4811 ~ 
738066 NASSAU, BAHAMAS Carefree, Nassau, Gahamas 


Cable Address: 
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CGrang & Co.(Toronto) L 
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2 ng Street West 
Toronto l, 

Ontario 
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ronder could you give me some advice on an 


ee 

I 
investment I would like to make. 

At present cy husband and I are holding about 
$12,000.co U.S. in First Federal Savings of Miami, in Miani, 
Florida. 

Is it possivdle for this to be invested in the new 
™.0.S.issue due adout the Fail? If so, we would like this 
invested through your Canadien office. If it is possibie for 
ron to hold such stocx for us we would arrange for a cheque 
(about the equivalent of U.S.$12,000.00) to be sent to your 
otfice. 


Wou uch appreciate your comments on this at 


a ea eres 


your early convenience. 
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Yours faithfully, 
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MEDICAL CrRCULATION .Co, 
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GO1l MADISON AVENUE 
SUITE 405 


New -Yor«, N. Y. 10022 


J. Crang, Investment Brokers 
20 King West 


Toronto, Canada 
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CABLE ADDRESS: 
EXPORTBANK TEL-AVIV TEL-AVIV (Israel) August 17%2 1969. 
Codes PETERSON'S FOURTH EO. 

Messrs. 

J.H.Crang & Cor, 

40, Adelaide Street West, 

Toronto ,Ontarlo, 

CANADA. 

Dear Sirs, 

Several of our clients are interc-ted in 
the forthcoming new issue of INVESTORS OVERSEAS SERVICES 


TOD 


wiley SeAe Shares. 


Would you kindly keep us informed about every 
sew Getail, occurance and action concerning the new issue, 


Thanking you in advance,we remain, 


“> 
oh Yours ee 
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Bi a K Lt ce 
el 


y to your letter o? August 17, 169, 


oing the Canadian portion of the 
Sution must 


Canada. Ye would suggest that you contact 


Yours truly, 
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JORGEN FELDKAMP, Volkswirt, Anlageberater 


NVESTORS OVERSEsS SERVICES 


FUND OF FUND - AN INTERNATIONAL INVCSTMENT TRUST + FUND OF AMERICA 
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fiir US-Dollar 10.000,-- diese Aktien 


schicken Sie die Papiese an mein Depo 


tien erfolgt sofort in US-Dollar nach Srnelt 


Meilen Sie mir bitte mit, ob Sie diese Order ausfiihren kénnen. 


+zt herzlicnen Dank fiir Ihre freundlichen 


Hochechtungsvoll 


| ° mir 
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Aachen, Augsburg, Berlin, Giotulyld, Donn, Bremen, V 
Kohli, Krol, Kobluns, Kain, Lorracn, Mannhem, Munchen, Munstor, Nurnberg mah 4 Osnabruck, Regensburg, 


Searbrechon, Starndorg, Stuttgart, Villingen, Wiesbaden, Wurtaurg, Wuppertal 
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Me. Jurgen Feldkamp, 
45 Pye/Osrebruck, 
Furstenauer Weg 51, 
West Cermany, 

Dear Mr. Feldkanp, 


In reply to your letter of August 18, 1969, 
J.8. Creng & Co. is doing the Canadian portion of the 
‘ proposed underwriting of 1.0.S. Lid. end distrdbution 
rust ell take place in Cenada. We would suggest that we 
contact Drexel Harriman Ripley Internatiopal, Luxembourg. 
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elefon: 39 10 41 — Owe Durchwah 39 10 4.-- 
Fornschreider: 2-1) 518 


Coda: Peterson 3rd and 419 ed 


Toronto, Ontario Landeszentraibans: Konto Ne. 22/37 
Posischeck: Hamburg 332 
Cana ada Drahtanschrilt: WESTBA’ «K 


2000 Hamourg 50/Postiach: 501369 
Neve Gr. Bergsirade 7 ~WESTBANAMAUS = 


ihre Zavcher Unsere Zechen 
e/e 


Batrift: 


#y- ~* ~ e*an~ _ 5 4 Da a-2 Tnidines A * 4c 
further snares 250 105 Lid. Panama, 4 lding, new issue 
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Lookins forward <0 your advice 
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Telefon: 39 10 41 - be: Durchwahi 39 104... 
Fornschreibor: 2-11 518 
Code: Potorson 3rd and 4th Ed. 


Landeszentralbank: Konto Ne. 22/37 


Postscheck: Hamburg 832 
Dradtanschrilt; WESTBANK 
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Ihre Zaichen aha Unsere Zeichen Ho./ja Daum September 1, 1969 
Betrittt: 
Shares of the ICS Lid. Panama 


shares -500- 10S Ltd. Panana Holding new issue 
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We are looxing forward to your advice of settlement. 
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BANKING GROUP AGREEMENT’ 


September , 1969 


Dear Sirs:- 

As underwriter, we proposed t purchase from a nuimper 
of shareholders (the "Selling Shareholders") of I.0.S.,Ltd. 
(the "Company”") 300,000 common shares of the par value of 
25¢ each (United States currency) in the capital stock of the 
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Enclosed is a draft prospectus substantially in the 
form of the final prospectus to be ciled under the securities 
laws of all the Provinces of Canada containing details of the 


Company and its subsidiaries and of this issue of common shares. 
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’ aks 5 ~t> ac “5 oF 7 ™ 7 hi + - anki - on 
purcnase by you aS principal. The liability of Banking Group 


members will be several and not joint. 


a ROOFFERING BY BANKING GROUP MEMBERS. Common shares 
> can } ro 7 Leon. 3 e -} -+ > 347 ¢ 
purchased by you may be reoffered at the price to the public 
- cad + — } £4 >} ~ —> {+}, ND,- _— sc: 
to be set forth in the final prospectus (the "Prospectus") 


proposed to be filed under the securities laws of all the 


Provinces * < Canada. 


(a) your common shares are being purchased by you as 
principal; 
(b) the common shares being purchased by you will he 
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pay such amounts to us on demand. 


You vill advise us upon request of common shares 


purchased by you remaining unsold and we shall have the 
right to repurchase such unsold common shares on demand 


at a price being no more than the retail price or less 
than the price to Banking Group members. 


4. STABILIZATION AND OVER-ALLOTHENT. To facilitate the 
primary distribution of the common shares, you authorize us in 
our Ciscretion to make purchases and sales of the common 
shares for your account in the open market or otherwise, 

for long or short account, on such terms as we deem <d- 
visable and, in arranging sales, to over-allot. You also 
authorize us, either before or after the termination of 

this Banking Group Agreement, to cover any short position 
incurred pursuant to this clause 4 on such terms as we 


All such purchases, sales and over-allotment 
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be made for the accounts of the several Banking 
as nearly as practicable in proportion to 
obligations. Your net commitment under 
shall not exceed 10% of your Banking Group 
obligation. 
PAYMENT AND DELIVERY. Payment f£ 
by you shall be made by you upon four 
cabled or telegraphed notice from us by certified 
at par in Toronto and payable to the order 
& Co. against delivery of such common shares. 
your common shares will be made at the office 
st Company, Ki Street West, Toronto, 
‘icates for shares in definitive form 
all be registered in such names and in such number 
s as you shall request not later than the sixth 
day prior to the delivery date by written 
failing receipt of such written notice from 
you, Gelivery will.be made at Toronto in the form of one 
stered in our n duly endorsed. 
icates representing your common shares 
ready for delivery as aforesaid on or 
ber Pip ob 
6. QUALIFICATION FOR SALE. is ¢ osed to register 
legislation of 


fferings and/or 


Bz eG brung L Co == 


¥ 
. . . ‘ . . 
sales of these common shares in the Province of British 


Columbia, Alberta, Saskatchewan, Manitoba, Ontario and/or 


New Brunswick, your attention is drawn to the fact that 


ertain requirements of the 


itish Columbia), The Secuxities 

Act, 1967 (Alberta), The Securities Act, 1967 (Saskatchewan), 

Securities Act, 
1966 (Ontario) and The Securities Act (New Brunswick). 
7. TER OF AGREEMENT. This Banking Group Agreement will 
continue for a period of thirty (30) days from September 
1369 unless sooner terminated by us or it may be 
extenéeé at our option for a further period or periods 
not to exceed in the aggregate sixty (60) days. 
8. SFEDRING DATE AND PROSPECTUSES. Unless otherwise ad- 
vised, copies of the Prospectus and offering letters may 
istributed on and after September , 1969. Copies 
of the Prospectus in blank will be available to you in 
such quantity as you may reasonably require in connection 
wich your primary distribution of the common shares. If 
you wish your imprint on the copies of the Prospectus in 
blank being made available by us you must contact 


Atwell, Fleming Printing Co. Ltd., 31 Princess Street, 


oF EXPENSES. As managers of the Banking Group we will pay 


incurred by 


Gis 3. 
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10. BANKING GROUP ADVERTISEMENT. We will publish the 


offer will be considered as authority to us to include 
your name as it appears herein in such advertisement. 
Individual Banking Group members may advertise at their 
own expense, mentioning no amount of common shares, 


immediately following the appearance of the Banking Group 


ll. UNDERWRITING AGREEMENT. This offer of participation 


in the Banxing Group is made by us to you on, and subject to, 


our underwriting agreement with the Selling Shareholders and 
and is also made on the express understanding 

that this offer is at all times subject to the provisions of 
such underwriting agreement and particularly our rights to 
withdraw from our obligations thereunder and hereby terminating 
the said underwriting agreement and our obligations to you 
hereunder at any time in our discretion and without reference 


or prior notice to you. 


of J.G. Crang & Co.: James Harold Crang, Eric Duff Scott, 
Dennis A. FitzGerald, Muxray Joseph Howe, David HM. Dunlap, 
Paul Robert, Fred Vernon McCann, Owen Anthony Haig Sims, 
James William Bradshaw, Peter C.D. Best and G.C. Donley 


(limited partner). 
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Yours very truly, 


J.H. CRANG & CO. 


320 FA 
| Exhibit rt AEF, caat oF Myton 4. Howe 


- 


LHe Grany@ Go sata 43 Apr! a8 972. 


¥ 


PANLING DOTT my F8Ts TR ORATORIO 
LANALNG GROUP AGREEMENT 


Common Shares of the par value of 
25¢ each (United States currency) 
September 71969 


As underwriter, we proposed to purchase from a number 
of shareholéers (the "Selling Shareholders") of I.0.S.,Ltd. 
vy") 1,300,000 common shares of the par value of 
25¢ each (United States currency) in the capital stock of the 
Company (the “common hares"). 

Enclosed is a draft prospectus substantially in the 
form of the final prospectus to be filed under the securities 
laws of all the Provinces of Canada containing details of the 


Company and its subsidiaries and of this issue of common 
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il. FrERING TO BANKING GROUP MErBERS. We are forming a 


of which we 


As principals, we offer you a participation of 


15 : J Hava 7 Timinar 1° e 
conditions stated herein and in the preliminary prospectus. 
y aap £ 3 ay wn oy $e * | " ™ 
Your acceptance of this participation will constitute a 


The liability of Banking Group 


Zs RECTFERING BY BANKING GROU! MEMBERS. Common shares 
purchased by you may be reoff«zed at the price to the public 
to be set forth in the final prospectus (the "Prospectus") 


proposed to be filed under the securities laws of all the 


(a) your common shares are being purchased by you as 
principal; 
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(b) you will only, directly or indirectly, reo 
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resell all of your common shares within Canada; 
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(c) you will not know 
or resell any of 
United States of 


= 
ingly, directly or indirectly, reofter 
your common shares to citizens of the 
America, or to executives, employees 


sales associates of thc Company or any of its sub- 
sidiaries or any members of the family of such 
executives, employees or sales associates: (for the 
puvpose of this clause 2,members of a person's family 
are his spouse, sons and daushters, whecher or not 
they live together); 

(2) vou will not directly or indirectly reoffer or resell 
more than 1,000 of your common shares to any one person, 
firm or corporation; and 

(e) prior to the delivery to you of your common shares 
you will deliver to us particula of your distribution 
of such common shares by completing the enclosed 
Gistribution form. 

3. REPURCHASES BY THE BANKING GROUP MEMBER? It is assumed 
that common shares sold by you will be effectively placed for 
investmer’:. If we contract for or purchase, in the open market 
or otherwise, any common shares sold to you and not effectively 
placed for investment, we may charge you the difference between 
the price to Banking Group members and the retail price of tne 
common shares on the conmon shares so repurchased or sell to you 
the common shares so repurchased at the cost of such repurchase 
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common shares 
unsold and we shé the 
such unsold common share 
more than the retail price or less 
to Banking Group members. 
PRASILIZATION AND OVER-ALI LOTMENT. To facilitate the 
of the common shares, you authorize us 
to make purchases and sales of the common 
in the open market or otherwise, 
on such texcms as we Geem ad~ 
sales, to over-allot. You also 
her before or after the termination of 
roup Agreement, to cover any short position 
to this clause 4 on such terms as we 


All such purchases, sales and over-allotment 
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’ 
shall be made for the accounts of the several Banking 
Group members as nearly as practicable in proportion to 
their several obligations. Your net commitment under 
this clause 4 shall not exceed 10% of your Banking Group 
obligation. 
os PAYMENT AND DELIVERY. Payment for common shares 
purchased by you shall be mace by you upon four (4) days 
written, canled or telegraphed notice from us by certified 
cheque pavadie at par in Toronto and payable to the order 
of J.E. Crang & Co. against deliver: of such common shares. 
Delivery of your common shares will be made at the office 
15 King Street West, Toronto, 
Canada. Certificates for shares in definitive form 
shall be registered in such names and in such number 
of shares as you shall request not later than the sixth 
full business Quy prior to the delivery date by written 
notice to us; failing receipt of such written notice from 
you, delivery will be made at Toronto in the form of one 
certificate registered in our name duly endorsed. 
Definitive certificates representing your common shares 
are expected to be ready for delivery as aforesaid on or 
about October , 1969. 
6. QUALIFICATION FOR SALE. 5 alee to register 
these common shares under the securitics legislation of 
all Provinces of Canada. In respect of offerings and/or 
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20. BANKING GROUP ADVERTISEMENT. We will publish the 
Banking Group advertisement. Your acceptance of this 


offer will be considered as authority to us to include 


your name as it appears here in in such advertisement. 


anking Group members may advertise at their 
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own expense, mentioning no amount of common shares, 


immediately following the appearance of the Banking Group 


ll. UNDERWRITING AGREEMENT. This offer of participation 


ing Group is made by us to you on, and subject to, 
the terms and conditions set forth herein and subject to 
sur urderwriting agreement with the Selling Shar holders and 
the C.=pany and is also made on the express understanding 
that this offer is at all times subject to the provisions of 
such underwriting agreement and particularly our rights to 
withdraw from our obligations thereunder and hereby terminating 
the said underwriting agreement and our obligations to you 
hereunder at any time in our discretion and without reference 
or prior notice to you. 

The following includes the names of the partners 
of J.G. Crang & Co.: James Harold Crang, Eric Duff Scott, 
sh Howe, David M. Dunlap, 
Paul Robert, Fred Vernon McCann, Ower Anthony Haig Sims, 
James William Bradshaw, Peter C.D. Best and G.C. Donley 


(limited partner). 
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0 
Swoth 1 Aprl a? 472. 
QUEBEC SECURITIES COMMISSION 
: 1253 McGill Colleza Avenue + 


Montreal 2 110 


; . 
September 24, 1969 


Vessrse Zimmerman & Winters 
: 199 Bey Street 
Toronto (1) 
CaterLo 
Letontion? Mr. WH. Zincmerman 


RE: 1:0.S., LTD. ~<. $15,660,000. 
‘ _ 1,450,000 Common Shares (of the par 
value of 25/ (United States currency 
each 


ET 


Dear Sirs’ ’ . P 


to inform you that by Resolution 
24, 1969, the Comaission has permitted 
+ 

t W 


treading,’ by bro zistered with it, the 1,300,000 of the comnon 
shares offered = part of the above mentioned issue, described 
in the offerin secular filed with ite ; 

By the same Res_luti«n, the Cosmission has also 
permitted the distribution,by JH. Crang & Co., of the remaining 
150,000 comnon shares offered, to executives and sales personnel 


rou to certain shareholders of 1e0eSe Regent 
and 1.0.S. Venture Fund Utde 


Tae Comission, by the same Resolution, has also 
sceepted for filing this offering circular dated September 22, 1969 
end has pexmitted its distribution to the public in its tinal form. 

Tr. cecordance with Section 50 of the Securities Act, 
these cecurities may, therefore, be the object of an initial sale, 
offer for sale or distribution to the public in Quebece 

Please note that these securities may not be delivered 
unless the company and the underwriter have previously been supplied 
ith a favoursble legal opinion as to the validity of the isesue.e 


“indly forward us a du’y executed copy of each of the 
ollowing docuzents, ae coon a3 they are evatlables 
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maernan & Winters . Montreal, Septemder 24, 1969 
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fal contracts mentioned on pages 36 and 37 
he prospectuse 


11 you please transmit to us, as 
£ the Share Certificate and three 


m this issue and in accordance with 
Section 20 of che 4 ; : yee the Commission grants the 
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? 
company en exe=p Fy 


le ecimowledge, with thanks, payment of our fees 
in tho cnount of $300. ond we are returning herewith a cheque in 


ear 


the cnount of $100. made to the wrong payete 
Yours very truly, 


QUEBEC SECURITIES CQ2iLSSION 


pers ie . a 


Q4AURICE CUSSON ,CeAc) 


123 EOWARD STAEEP 


TORONTO, ONTARIO 
baggy are 


~ oe 
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ONTARIO SECURITIES COMMISSION 


~— 


IN THE MATTER OF THE SECURITIES ACT, 1966 
AND | 
IN THE MATTER OF 


a 
Danat Staal eer | 
Receipt for (Finzl) prospectus Care 


wo a 1 ates £ ¢! +. ~-: $ eat to 
4263, relating to the secures OF the 2bove Issuer is hereby issued 
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pursuant to sussection 1 of section 61 of the Act. 


ED at Toronto this 23nd day of Bepienase <SEE19569 » 
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SASKATCHEWAN SECURITIES COMMISSION 


DEPARTMENT OF THE ATTORNEY GENERAL 


ROOM 15. COURT HOUSE. REGINA 


Septexber 24th, 1969, 


Vessys, Zimmornsn & Winters, 


RaSCr Pt 


Dorvisters and Solicitors, : 


Deoedv 


159 Eay Street, 


-? 


Sorento 1, Ontarto, ’ 


oe vor 
ant f Tan + 
Att sntions Mr, pao Pye ot} tt. 


Door Sivas 


R H £0.55 Ltd, bi 
Offering of 1,450,000 Common 


Sh2ves, eed : 
Pursuent to subsection (1) of Saction 63 of The 
Sceurtties Act, 1967, I hereby acknowledgo and issue receipt 
for tho prospecsus cated Septexbor 22nd, 1969, relating to the 
ebove offering of securaties. 
ours very truly, _ 
m4 . a 
( . 
ao. ere S 
——n*k  zimsarcan, 
2.4 rar 
Boo Securities Comission. 
ore Nar 
\ <V\ Lay / !7> 
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ALBERTA 


ALBERTA SECURITIES COMMISSION 


TELEX 037-2701 
403 EMPIRE SUILDING, 


EDMONTON 15. ALSERTA. 


2, September, 1949, 
rd 


risters and Solicitors, 
Street, 


teens Me, CG. S. Sennett 


ubmission in the above regard, 


Further to your recent su 
:  carcificate B-2 No. 388, Receipt for the 
~osvectus, issued in favour of the above- 
razed Company, uncer tne provisions of The Securities Act, 
i$97, Aberta. 
Please forward three commercial copies of the above . 
prospectus to this orfice as soon as they are available. 


Yours very truly, 
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GOVERNMENT OF THE 
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ReceiptNo.  5808,-W 


dayof September AD. 1969 


to the provisions of Sectioa 56 of The Securities Act, 1967. 
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LAW COURT BUILDING 
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MSIA SECSRIVIES COMMISSION 
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TORONTO, by ONTARIO. 


Dear Sirss 


Information satisfactory %° the Registrar 
tas now Deen reces ived and final registration of the above 
roted issue is hereby granted under the provisions of the 


Securisy Fre uds Prevention Acte 


Yours very traly, 


Adah — 
he MeGuigan, Registrar, 


JanicGs seurity Frauds Prevention Acte 
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REGISTRAR UNOER THE SECURITIES ACT 


NOVA SCOTIA 


Halifax, September 25, 1969 
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$15,660,000. 
I. O. S., Ltd. - 1,450,000 Common Shares 
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ion under the Securities 
e mentioned issue, 
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Saclosed herewith is official receipt No. G 47648 


owe 


in the amount of $50.00 to cover your remittance. 


wits very truly), 
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Ores 
Registrar under the Securities Act 
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to the provisions of Chapter 26t, R. S. N. Ss. 
new registration statement should be filed with- 
iod of twenty days from Sept.23, 1970 if the 
ies are still in course of primary distribution, 
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GOVERNMENT OF NEWFOUNDLAND AND LABRADOR 
Oe DEPARTMENT OF JUSTICE oe 
Reziat Deeds, : rane 
Casquslon sad Govnctden - ae ST. JOHN'S 
September 25, 1969 
Mc. G.S. Bennett, . 
Messrs. Zimmerman & Winters, 
Barristers and Solicitors, 
199 Bay Street, 
Toronto l, 
Ontario. 


Dear Mz. Bennetts: 


2.0.8. 6a 

$15,660,000 - 

1,450,000 Common shares 
Our’ File Now S.7. 3223 
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Iam in receipt of your letter of September 22, 
<ne following items relating to the above noted 


oz securities: 


Manually signea covy of prospectus (fina 


Le 1 form) 
Seotember 22, 1969, with supporting documents 


2. Certified copy of letter of acceptance of 
prospectus by the Ontario Securities Commission. 


3. Statutory fee by cheque in the amount of $75.00. 


irtue of the discretionary powers vested in me 
lation 20 of The Securities Act (Nfld), I have 
his prospectus for filing as of September 25 
ieu of the Registration Statement required: 
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ly registered un.er The Securities Act (Nild). 
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A new filing should be made within twenty days 


after September 22, 1970, is the securities are still in 
the Course of primary distribution. 
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Oe agai 
Affidavit of Murray J: Howe 
Sworn to July 1474 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


HOWARD BERSCH, 


Plaintiff, : Index No. 
Th CIV. 5373 


-against- : CR6G.Ce) 
DREXEL FIRESTONE INC., et al., : AFFIDAVIT 
Defendants. : 
DOMINION OF CANADA ) 
PROVINCE OF ONTARIO ) 


MURRAY J. HOWE, being duly sworn, deposes and says: 

1. I am Manasing Director of Crang & Osteguy, Inc. 
I make this affidavit in reply to the memorandum submitted 
by the plaintiff, Howard Bersch ("Bersch") in oppoSition to 

efendant J. H. Crang & Co.'s ("Crang") motion to dismiss 

the complaint. The complaint nerein is based on three 
underwritinss of shares issued by I.0.S. Ltd., including an 
underwriting in Canada in which Crang was the banking group 
manager. 1, as a partner in J. H. Crang from 1960 to 1970, 
was in charge of and personally handled the Canadian under- 
writing and, accordingly, make this affidavit on knowledge. 

2. Plaintiff Bersch assumes that the negotiations 
concerning the underwriting agreement of Crang and certain 
non-resident American shareholders of 1I.0.S. Ltd. (see 
Exhibit C to my affidavit of April 28, 1972 herein) "took 
place in the United States and utilized the mails or other 


instrumentalities of interstate commerce." (Plaintiff's Memo 


is) 
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of Law p. 69). ‘his assumption is erroneous. No negotiations 
' 


or discussions relating to the underwriting agreement were 


. | : : ‘s 7 : 


‘ 


ever held in the tUnitec States and the United States mails 


in any way. The underwriting agreement was negotiated 


and sisned in Switzerland and Canada and payment 
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cS 
oe Murray J. Howe 
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Howe 

Crang & Osteguy, Inc. 

Q When did you become managing director? 

A June 1, 1972. 

Q Prior to June 1, what was your principal oc- 
cupation? 

A Pres*dent of J. H. Crang & Co., Limited. 
"Limited," spelled out. 

Q How long were you president .” J. H. Crang 
« Co., Lin.ted? 

A Since April 1, 1970. 

Q Prior to April 1, 1970, were yr employed by 
J. H. Crang & Co., Limited? 

A No. I was a partner of J. H. Crang & Co. 

Q During what period of time were you a partner 
of J. H. Crang & Co.? 

A Since 1960. 

Q In the year 1969, what were your responsibili- 
ties as a partner of J. H. Crane & Co.? 

A I was in charze of the trading facility of the 
Toronto or the various Canadian stock exchanges, was 
my principal function. 

(a) Are the comoanies that you have mentioned all 
predecessor companies of J. H. Creng, of the partner- 


ship, J. H. Crang & Company? 
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A J. H. Crang & Co., Limited is. I am not sure 


of the legal interpretation here, but I don't think that 
Crang & Osteguy, Inc. is. 
( . Q Is there a J. H. Crang & Co., Limited now 


engaged in business? 


A No. 


Q 


Has its business activities been undertaken 


by Crang & Osteguy, Inc.? 


ates? 


COMMERCE REPORTING CO. 
150 NASSAU STREET, NEW YORK, NY. 10038 * WOrth 46-3567 


YoAr ” 


i¢ | A J. H. Crang & Co., Limited is still a legal ba 
11 | entity. It is presently called J. H. Holdings, Limited. | | 
12 Q Are its business activities conducted by any ! 
- other company? | 
14 | A Well, what happened in June or May 31, 1972, | 
15 | is the assets and stated liabilities of J. H. Crang 
16 | & Co., Limited were sold to Morgan, Osteguy & Howdon, | 
1? : Inc., and the name was changed then to Crang & Osteguy. ! 
18 | Q In 1969 did J. H. Crangz & Company have a | 
iad | partner whose princinal duties were in the field of 
20 | underwriting? | 

( 21 | A Not principal duties. Any underwriting acti- | 
22 | vity we engaged in came under myself and Eric Scott. 
23 | Q Prior to 1969, had J. H. Crang & Company 
24 | performed any services for IOS or any of its affili- 
25 : 
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2 Q Anybody else? ! 

3 A Research department. No, no one else, prin- | 

4 } cipally. ! 

( 5 | Q Did Crang & Company engage a law firm to help 

© | 4t in the IOS, Limited underwriting? 

? A Yes, we did. 

. Q What law firm? | 

9 A Zimmermav--at that time Zimmerman & Winters. 

10 | Q Who were the partners there who vorked on it? | 
11 : A Bill Zimmerman, Gilbert Bennett, and they had 

12 | a couple of junior people in the firm that did some | 
13 work for them; I don't recall their names. | 
14 : Q Did you engage an accounting firm? 
15 A No, we didn't. | 
16 | Q Did you engage any American attorneys? | 
17 A No. | 
18 Q Any European attorneys? | 
19 | A No. 
20 Q Did you consult with any American attorneys? | 

2) A In connection with the prospective underwrit~ 
22 | ing which-- 
23 | Q In connection with the prospectus? 
| 

24 | A No. 
25 Q In connection with the underwriting? 
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In connection with the IOS secondary offering, 


Q 


| ; 
> | IOS, Limited secondary offering that took place in Sep- 
4k 

tember of 1969, did you attend any meetings outside of 


that offering was discussed? 


Canada in which 


Yes. 


A 


7 : 
Q When was the first such meeting? 


A To the best of my recollection, the first meet- 


ing was by, was either by phone or in person with Ed- 


ward Cowett in Geneva, and that was avdout the first part 


of April. 


a | | 
te Q what was discussed at that first meeting? | | 
13 | | 
\ A Pardon me? 
1 Bet 
4 | Q What was discussed at that first meeting? ak 
15 A The concept of I0S, Ltd. going public; 
1 
16 etrictly conceptual at that point. 
| i 
— ! 
17 Q Was it tust you and Mr. Cowett, or anybocy 
1 | | 
st else? | | 
19 | 
| A Bill Zimmerman of Zimmerman & Winter may have ! 
20 
* been there; I just simply don't recall. 
( ot | Q And you can't recall whether that was a face 
22 to face meeting or e telephone conversation? 
23 : A No. I haven't had a chance to check my cate 
24 books and with our travel agent, to see whether I was 
| 
'" 
25 || 4n Geneva at that time, up to this point. 


MEK 


| 
| 


35X PA 


Howe 16 


(Telex addressed to Mr. 
Cowett dated August 25, 
1959 marked Howe's 
Exhibit 2 for identifica- 
ton as of this date.) 

Q Mr. Howe, I show you Exhibits 1 and 2 and ask 
you if those are the writings that you had reference to 
in your last few answers? 

A Thet is correct. 

Q Was there a third meeting outside of Canada? 

A Again, I haven't got these dates, but there 
were several meetings from that point on, that either 


took place in Toronto, Montreal or Geneva. I think one 


took place in London, as I recall, London, England. 


Q Tne meetings in Geneva, who was present? 
A It would be a combination of people. It would 


be myself at every meeting, and either or, and Bill 


Zimmerman, or Gilbert Sennett. 


Q Who is Gilbert Bennett? 
A & partner of Zimmerman & Winters. 
Q What other people were present at the meetings 


in Geneva? 

4 Well, from the I0S side there were various 
occasions, there would be always pretty well Mr. Cowett, 
Jay Leary, and on occasion Ken Beaugrand, and various 


officials of IOS. 


n 
' 
i 
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In our gathering of information for prospectus 
purposes and our endeavecr to understand more about Ios, 
Ltd., there would be the accountants, there would be the 
people from various facets, the sales area, management 
area, fund management area, etcetera. 

Q Any outside accountants? 

A To the best of my recollection, we had two or 
three meetings with a representative of Arthur Andersen 
from, I believe it was their Paris office. Now, I may 
be wrong about that; it could be the London office. 

Q vhat was his name? 


A I just can't recall his name; I just have no 


a) Where did the meeting take place? 

A In Ed Cowett's of*ice in Geneva. 

Q At the meetinzs in Geneva, were there any per- 
sons from Drexel present? 

A Agcin, to the best of my recollection, I met 
one person from Drexel in Ed Cowett's office on one 
occasion. And on that occesion there was no discussion 
concerning the underwriting itself. 

Ed Cowett introduced me to him; I can't re- 
member his name. I gathered it was one of the senior 


partners, a senior executive of Drexel, Drexel 
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Firestone. 

Q How long did that representative of Drexel 
remain in your presence? 

A Twenty minutes. 

Q Did you know at the time vhat Drexel was en- 
gesed in a primary underwriting? 

A Yes. Mr. Cowett had told me that it appeared 
that Drexel Harriman was going to head up the treasury 


offering of IOS, Ltd. 


Q What @id you discuss with the Drexe? represen- 
tative? 
fh I think we talked about the investment busi- 


ness. I did mention just before we broke up that we 
were looking at, we, J. H. Crang & Co., were looking 
at and considering doing a secondary offering of I0S, 
Ltd. in Canada. 
I am sorry, I can't remember this opiesinaiin 

It was not Coleman; I talked to him on the phone once 
and met him once, I trunk, after the underwriting was 
done. 

Q While you were in Geneva were you introduced 
to any partners or associates of the law firm of Shear- 
man & Sterling? 


A Yes. I met a, who I assume was one of thet 
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partners, a tall, very heavy fellow. I am sorry, I 
just can't remember his name, because I just met him. 

Q Where did you meet him? 

A On the sixth floor of the I0S, Ltd. building 
in Geneva. 

Q Whose office? 

A It was either in Ed Cowett's office or just 


outside Cowett's office. 


Q How long did the meeting take? 
A Three and a half minutes. 
Q You do: recall during your meetings in 


Geneva, meeting any other attorneys associated with 
Shearnan * Sterling? 

A No, that was the only man I met. 

Q Did you have any phone calls with any persons 
associated with dcpiasiiaii & Sterling? 

A No. I have been giving a lot of thought to 
that question last evening; I didn't receive, to the 


pest of my recollection, I didn't receive a call direc- 


I think that Bill Zimmerman passed along two 
messages to me in connection with that legal firm. One 


was when the shares were called for trading on the 


Toronto Stock Exchange, that we had invited Drexel 
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Harriman to attend the first trading session, which was 
kind of traditional in the Toronto Stock Exchange. And 
I think the message I got from him was that their law- 
yer, Murphy Grayson, or Grayson Murphy, is it, said no, 
with thanks. 

The other one was, I am not too sure of this 
at all, but I think it was in connection with, just 
prior to the underwriting becoming effective, the prob- 
lem that IOS had with the SEC, and something to do with 
a pass-over of the vrospectus in connection with the 
primary offering, which was then verified with our 
securities commission, and we were told by them to 
ignore it. 

Q Did you get information about the SEC problem 
from a partner in Shearman & Sterling? 

A Did I personally? 

Q Did you personally. 


No. 


How did that information come to your atten- 


A Again, I am almost sure if was either through 
Bill Zimmerman or Gilbert Bennett at Zimmerman & Winters. 
The reason I say that, I think it is only 


natural for the lawyers to call the lawyers. And I am 
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almost posi ~-hat I never spoxe ever on the phone to 
anybody at Drexel or at that legal firm. 

Q In all contacts between Shearman & Sterling 
and Crang, it would come through Crang's attorneys, the 
Zimmerman & Winters firm? 

MR. PHILLIPS: I object to the form 

of the question. The witness has told you of the 

two instances where he has knowledge of such e 

contact being made; and whether there were any 

others is speculative. 

A I have no knowledge of any others. 

Q You don't know whether there were more or not; 
is that right? 

A That's correct. I assume our attorneys would 
tell us if there had been others, but that is the only 
two I am aware of. 

Q Did you meet ‘n Geneva with any attorneys who 

re partners or associates of the law firm of Willkie, 
Farr & Gallagher? 

A Ia connection wath the underwritings specifi- 
cally, or jus > meeting them in Geneva? 

Q First just meeting them in Geneva. 

A Oh, yes, yes. I met, on different occasions 


i met Kay Merritt, and I think John D'Aiimonte, 
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2 Q Were these meetings at or about the time 
3 Crang was engaged in the preparation of its prospectus 
4 | for the I0S, Limited offering? 
( 3 A Yes. 
6 . You keep calling them meetings; that is not 
? | correct. You know, I would simply run into then, either 
8 | in the building of IOS or at the hotel, or have a social 
9 | meeting with them. 
10 I never discussed the Canadian underwriting 
11 | with anyone from Willkie, Farr; the specific Canadian 
| 
12 aderwriting of IOS, Ltd. with anyone from Willkie, Farr. 
13 | Q Did you discuss with anyone from Willkie, Farr 
14 | IOS' operations? 
15 : A I am sure I did, because I discussed them 
16 , with a vast number of people, anyone that I could come 
17 } 4n contact with in Geneva, in connection with the com- 
ce ee 
19 Q How often do you come to New York? 
20 A Currently, or during that period? 
( 21 Q During that bain ties 
22 A Ana what veriod are we speaking of? 
23 | Q 1969. 
24 | A The total year 1969? 
25 | Q The total year. 
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suite in the Carlyle the morning you had breakfast with 


him? 


A I was not in his room. I met him in the 
restaurant. 
Q Do you know whether Mr. Cowett had a suite at 


the Regencr? 


9 Q Were you ever invited to the Regency by Mr. 
Cowett in 1969? 


| 
: 
| 
8 | A No, I don't. 
| 
| 
| 
| 
| 
| 
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10 | 
11 | A Yes. Aeain, I met him for, it was either break- 
12 | fast--it was for breakfast, and I met him downstairs in 
{ 
Q In the Regency? | 
14 | | 
. } | 
15 | A Yes i 
| Q What time, what period? Vhat month, is what | 
=) 
- I mean. 
17 i 
he | A To the best of my recollection, I think that 
| was July: I am not sure. 
19 | 
20 Q Was that a chance meeting, or was that meet- 
’ 21 ing arranged? 
| 
99 A I think that one was arranged when I was speak- | | 
2 | ae 
be 
23 | ing to him in Geneva ccncerning what I tnought was a | . 
se ao 
: potential problem in Trans-Global. ee 
24 itt 
- Q Did you arrange the meeting or did he? 
| 
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A I think it was mutual. I probably arranged 
it, because it was me that wanted to see him. 

Q Who suggested-- 

A I mean--. 

Q I am sorry, go ahe-* 

You go ahead. 
You believe it was you who arranged the meet~ 
ing? 

A I think it was me that probably arranged the 
meeting, because I wanted to see him concerning the 
business of Trans-Global. 

Q Where did you call him? 

A Geneva. 

Q Did you write or call or both? 

A I would have called cr telexed. 

Q And do you recall whether he called back or 
telexed back? 

A Well, I am sure he must have, because the 


meeting was arranged. I wouldn't have come down on a 


quarter to seven flight to New York for nothing. 


Q What time of day did you meet him? 
A These were usually at 8:30, 9:00 o'clock in 
the morning. 


Q You didn't come to New York the night before? 


i 
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life style is relevant. 

A If I was by myself I had aroom; ifl brought 
my wife down on occasion, I would t. a small suite. 

Q To whom did you charge the cost? 

A A SS Crane & Co. for my portion. My wife's 
portion was picked up by myself. 

Q I don't want that-- | 

A You asked the question. 

Q I am sorry. 

In July of 1969 at the breakfast meeting with 

Mr. Cowe*+, did you discuss the IOS, Limited secondary? 

A . don't specifically recall, but I must have, 
because 1° was a very exciting thing; we were in the 
middle of preparing a draft prospectus back in Canada. 
I am sure that I must have discussed the IOS, Ltd. 
secondary. 

Q Was Mr. Cowett participating in the prepara~- 
tion of the Canadian prospectus? 

A Again, to the best of my recollection, Gil 


Bennett, when we would complete a draft, Gil Bennett 


would either send or go to Geneva himself to discuss with | 


the "management" of IOS, Ltd. that prospectus. 
Q And the management person with whom Bennett 


would hold this discussion was Ed Cowett; isn't that 
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correct? 

A We would hold discussions with other people 
too, but mainly with Cowett, because Cowett was repre- 
senting as agent all the selling shareholders. 

Q To the best of your recollection, did Cowett 
participate in any way in the preparation of the Cana- 
dian prospectus? 

i A Well, I can remember our lawyer saying, on 
occasion, that Ei Cowett, being a lawyer, he had a ten- 
dency to try to tell you how to write a prospectus, but 
they resisted this. But I know that there was inter- 
change from time to tir:. 

Q In the meeting in July, did you discuss the 
Graft prosvectus with Mr. Cowett? 

MR.. STRUVE: Objection. There is 


only testimony as to one draft prospectus, and 


that is the IOS secondary in Canada. 


THE WITNESS: I understand the ques- 
tion; did I discuss the draft prospectus of the 
Canadian underwriting with Ed Cowett in the meet- 
ing that we had approximately in July. 

A I may have referred to the prospectus. [ 
certainly didn't have a draft with me, because I had 


been told under pain of mortal sin to never bring a 
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prospectus to the United States. 


2 Q Who told you? 


Cowett. 


A 


Q When did he tell you that? 


( 5 A I think when we first discussed pairing the 


Canadian part of the underwriting. 


MR. SILVERMAN: Would you read back 


that arswer? 


(Whereupon, she reporter read back the 
previous answer.) 
Q What do you mean by "pairing the Canadian"-- 
A Preparing. | 
Q Oh, preparing. | 
Isn't it true, Mr. Howe, that Crang & Company | 
mailed prospectuses, mailed its Canadian prospectus to | | 
brokerage houses in the United States, with a stamp on 


it, "Por information ouly"? 


A After the underwriting became effective, yes. 
Q Any preliminary prospectus given to Ue Se 


prokerage firms? 


A No. Our records indicate, because we are un~ 
der Canadian securities laws, we have to keep track of 


where preliminary prospectuses go, by numbers. 


To the best of my personal knowledge, there 
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was never a draft prospectus or preliminar prospectus, 
rather, mailed to anyone in the United States. 

These simply, after the offering became ef- 
fective, which is traditional in our industry that we 
receive a request, because it goes both ways, for a 
prospectus, even though it is very clear or the front 
that it is to be offered in Canada only, we use the 
rubber stamp. 

Q Do you have any knowledge or information as 
to whether Mr. Bennett or any other partner of Zimmer- 
man & Winters made a draft prospectus available to any 
Americans, including attorneys? 

A I don't have any first-hand knowledge that he 
didn't; I know that he was instructed to not do so. 

Q By whom was he instructed? 

A Myself. 

Q How long did the meeting, the breakfast meet— 
ing in July 1969, last? 

A Three quarters of an hour to an hour. 

Q Was there anybody else present besides your- 


self and Mr. Cowett? 


A No. 


Did you prepare a memorandum about that meet- 


~ 
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A For my files, no. 
Q For any other purpose? 
A No. 
Q Is there any written document that you pre- 


pared that evidenced that meeting in July 1969? 

A No. There may be something in my ISM file; 
I haven't checked. Because the meeting, as I said, 
was principally to discuss ISM and the forthcoming 
dividend in connection with the listing on the Toronto 
Stock Exchange. 


Q Did you ever meet in 1969 with Mr. Cowett in 


Toronto? 
A Yes. It was either Toronto or Montreal. 
Q On how many occasions? 
A fo the best of my recollection, once. It may 


have been twice, 

Q Who was present? 

A Either Bill Zimmerman or Gilbert Bennett, 
And I seem to recall that when we met in Montreal that, 
I can't be sure of this, that Ken Beaugrand may have 
been there. 

Q What was discussed at the Canadian meeting 


that you have just testified to? What was the subject 


matter? 
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A The Canadian underwriting. 

Q Any other matters? 

A Just, I am sure that we discussed, also just 
between Cowett and myself, ISM. And we also discussed 
on several occasions the whole concept of ISO, Ltd. and 
a list of questions we would have concerning the opera- 
tions and the sales area, or whatever. 

Q Did you keep that list? Do you have a copy 
of it? 

A I can't really say; I don't think it's in my 
files. It may be in the files of Zimmerman & Winters. 

MR. SILVERMAN: Mr. Phillips, if that 
list is in the files of Crang's attorneys in Canada, 

I call for its production. 

MR. PHILLIPS: I will take your re- 
quest under advisement. But my present inclina- 

“ion is to,not to produce it, since I don't think 

it has any relevance to what,the subject matter of 

personal jurisdiction, since the witness testificd 
it was utilized in Canada. 

Q After your meeting with Mr. Cowett in July of 
1969, what did you do? 

A We went back to Canada and we started to 


work full time. 


AK 


Nw 


| 


| 


———— 
——— SSO 


Q 


367 PA 


Howe ko 


Were there any other meetings which you at- 


tended outside of Canada in 1969, in connection with 


the IOS secondary offering? 


A 


Q 
A 


number 


numder. 


months 


Any other meetings but what? 

But the ones y nave already testified to. 
Well, I think — testified that I attended a 
of meetings in Geneva; TI don't recall the exact 
I know I was in Geneva off and on through the 


of, the month of August, in connection with the 


Canadian underwriting. 


Q 


Do you know whether if, in 1969, IOS had any 


American subsidiaries or affiliates? 


A 


Q 


A 


Q 


American being defined as U. S. legal entities? 
Yes. 
No, I was not aware of any. 


Did they have any companies that may have been 


foreign entities, based in the United States; to the 


best of your knowledge? 


A To the best of my knowledge, no. 

Q Did you ever hea of Ampersand? 

A No, that name means absolutely nothing to me. 

Q Were you awere of I0S' activities in Florida, 
real estate activities in Florida in 1969? 


A 


In 1969? Not in 1969, as I recall. 
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think that it would be Drexel's group and the company. 

Q What is the basis of your assumption? 

A Well, because of the magnitude of the size 
of the separate issue they were doing. 

All we had made it very clear is that whether 

an issue is primary, secondary, that an offering that 
takes place, you can't expect the public to pay less 


or more than what the whole underwriting develops. 


Q And there would have to be conformity as to 


the offering date, would there not? 

A No, not necessarily. As a matter of fact we, 
again, to the best of my recollection, we didn't even 
know when the Drexel group started to offer in their 
underwriting in Europe; we didn't know the specific 
date. 

Q Was it the seme date that, your offering and 
their offering? 

A I don't think it was. I think when we got 
our various--I think you must know how this, must under- 
stand how this works. 

We in Canada have eleven regulatory juris- 
dictions; we don't have an SEC. So that each pro- 
vince, because it was being done in all the provinces, 


each province had to be cleared, the prospectus had 
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to be cleared. 
So you had eleven regulatory bodies giving 
you fiduciary letters, where you had to--so you had to 
put all that timing in. When you finally got all that 
timing, we went. 
Now, whether that was the same date, my recol- 
lection was wis. it was not the same date. 
Q when did you go? 
A It was obviously in September. I just can't 


remember the specific date. I would have *o refresh my 


memory. 
Q Was there a joint closing? 
A What do you call a joint closing? 


Q Did it close, did the closing take place on 
the same day? 

A Yes. That was in London, England. 

Q And representatives of Drexel were there, and 
you were there? 

A I was there with our counsel. We closed sep- 
arately, without the Drexel people. 

In fact, I saw a lot of people milling around 

I had never seen before in my life. But we went into a 
room and closed separately on this Canadian underwriting. 


Q Now, in paragraph number 7 you ask Mr. Cowett 
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whether there has been any substantial change in his 
thinking since your discussion in New York regarding the 
capitalization of the new corporate vehicle, in terms 
of the public offering, dividend pclicy restrictions, 
etcetera. 

My question to you is, did he reply to para~ 
graph 7, to the question you posed in paragraph 7? 

A Not right away. It just developed. 

Again, please keep in mind that this was 
totally conceptual at this time. It was a conceptual 
underwriting. 

Q But you did discuss with Mr. Cowett in New 
York the’ capitalization of the new entity whose shares 
would be offered? 

A In general terms, yes. 

Q Its dividend policy, etcetera? 

A Tn general terms, yes. 

Let me make it very clear that we did not 
discuss the deal, or in fact, cut a deal until much 
water on. 

Q Did you discuss conceptually the market price 
or the formula for determining market price? 
A No. 


Q Did you discuss price/earnings ratio with Mr. 
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I nave read it. 
Q Did is eben Exhibit 4? 
A Yes, I did. 

Q At the time you prepared Exhibit 4, was the 
information contained in the second paragraph I have 
asked you to read, true, to the best of your informa- 
tion and belief? 

A Yes, to the best of my information and belief. 

Q Now, in the paragraph entitled "Conditions of 
Canadian offering,” number 4 recites "No shares in 
Canadian offering may be offered or sold outside of 
Canada," does it not”? 

A Yes. 

Q In fact, that condition was not observed; is 
that true? ‘ 

A It was observed as far as this memorandum 
was concerned to our registered representative. That 
is the reason that was put in “here; it was instruc- 
tions to our J. H. Crang & Co.'s registered reps; it 
was not to the backing group managers. 

Were other members of the Crang syndicate 

permit; s2d to sell IOS securities abroad? 

A By "syndicate," you mean backing group? 


Yes. 
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Yes, the backing group wes. 
The reason for this, it had come up at the 


last minute with the Canadian firms with their head 


offices in Canada, and were getting pressure put on 


their branches or affiliates in mainly London and in 
Europe. And they requested that they be allowed to 
sell a certain amount of the Canadian underwriting 
through their own facilities, thelr own branch or 
affiliate, in specifically England and Europe, and one 
in the Bahamas. 

Q Were there any conditions attached to the sale 
abroad of-- 

A The same conditions that applied to the Cana- 
dian, in relation--the conditions were as stated in the 
backing group agreement, that they were to not sell to 
U. S. residents. But in addition to that, which was 
very strange to them, but we had a lot of problem with 
it, to endeavor to use their best efforts to not to 
sell to a U. S. citizen, wherever resident. 

Q Did you have to get permission for these firms 
to sell the shares abroad? 

A Yes. I discussed it with Ed Cowett. 

Q find did he tell you thet he was going to dis-~- 


cuss it with anybody else? 
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A No, he told me it was ell right; go ahead. 

Q When did you discuss it with Mr. Cowett? 

A Again, I recall it was almost at the, just 
prior to the effective date of the Canadian undervrit- 
ing, when we were endeavoring to nail ail the pieces 
in the backing group. I just can't remember the speci- 
fic date. 

Q Did you speak to him on the telephone or in 
person? 

A Yes, I spoke to him on the telephone. 

Q Did he reply immediately or did he call you 
back? 

A Yes, he replied immediately. 

Q He said it was all right to do it? 

A To the best of my recollection, yes. 

Q Do you know whether the Canadian firms who 
hed offices abroad and sold some of the securities 
abroad, sold the securities before the Drexel group 
sold its securities? 

A I just don't know. I would as me they would 
operate in the usual manner of a Canadian underwriting, 
which is that you are not permitted to solicit orders 


until the prospectus becomes effective. 


Q Were the Canadian firms observing Canadian 
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| law as regards, in regard to sales abroad? 
~ | 
j | A They would have to, because their subsidiar- | 
’ ies, their affiliates would have been registered with 
: the Ontario Securities Commission. | 
H 
Q Do you know if there was any communication | 
| with any member of the Drexel group concerning the sale | 
1 of the Canadian secondary securities abroad? | 
| A By myself? | | 
4 | Q First, by yourself. | 
10 | | 
A No. 
1 | 
| Q By anybody else? | 
: | A Not to my knowledge. ; 
| Q Were any of the Canadian firms who had offices 
bi | abroad invited into the Drexel syndicate, or the 
| Drexel group, to your knowledge? | 
- ! A Not to my knowledge, and they were listed as | 
vj | part of the underwriting group in the publication. I 
ti | assume they weren't. 
19 
| Q Did the Drexel group sell securities in the 
Fe 
= IOS offering in Canada? | | 
sie | A Well, I wouldn't know that. | | 
” | Q Was there any understanding that they wouldn't? | | 
\ ee 
- | A Understanding with me, no. 
24 |} 


| Q With anybody else? bi 
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A No, not to my knowledge. 
Q Was there any understanding that Crang would 


be, that the Crang group would be the sole group that 
could sell IOS securities in Canada? 

A Well, yes, because we were the Canadian 
underwriter and cleared the issue in Canada, so we 
would be the only one permitted to distribute shares in 
Canada. 

Q So that Drexel would be prohibited by Cana- 
dian law from selling shares in Canada? 

A That's right, because they weren't an under-~ 
writer on that issue. 

Q Now, Mr. Howe, I am going to show you some 
documents that were marked at Mr. Murphy's deposition, 
and I will ask you to look at these documents and tell 
me whether ycu have seen any of them at any occasion 
prior to today. 

A If I have seen any of the documents? 

Q Yes. 

MR. SILVERMAN: For the record the 
documents--I am sorry, Mr. Howe--have been marked 
Murphy's deposition Exhibits 3-A, 3-B, 3-C, 3-D, 
5-A, 5-B, 6-f., 6-B, 7-A, 7-B, 7-C, 8-A, 8-B, 


9-A, 9-B. 
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MR. PHILLIPS: To make the record 
clear, would you indicate with 
document whether you have seen the document, and 
refer to it by the exhibit number it has thereon? 
THE WITNESS: Okay. 
Exhibit 3-A I have never seen before. 
Exhibit 3-B I have never seen before. 
Exhibit 3-C I have never seen before. 
Is it proper for me to ask where these memos 


came from? 


Q X will be glad to tell you. They came from 


Shearman & Sterling's files, and they are Price Water- 
house, I believe they are all Price Waterhouse docu- 
ments. 

A And you wish me to go through each one indi- 
vidually? 

To my knowledge, I have never seen anything 

from these people. 

Q From Price Waterhouse? 

A No. 

Q I would just ask you to take a few more minutes 
to go through them, to make sure. 

4 3-D I have never seen. 


5-A I have never seen. 
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never seen. 


never seen. 


never seen. 


never seen. 


never seen. 


never seen. 


never seen. 


never seen. 


never seen. 


Q Were you aware during the course of your 


work on the IOS secondary, that the Drexel group had 


retained Price 


Waterhouse? 


A I was aware they had retained auditors. [I 


didn't know who they were. 


Q Did you know the reason for their retaining, 


did anybody tell you the reason for their retaining 


auditors? 


A No, it would only be an assumption on my part. 


Q How did you learn that they had retained 


auditors? 


MR. STRUVE: 


Mr. Silverman, you said 


twice that they had retained "auditors." I don't 


believe that there is any evidence in the record 
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to the effect that they retained auditors, as dis- 
tinguished from accounting advisors; is that 
correct? 

MR. SILVERMAN: I believe your state- 
ment, your characterization of the record is cor- 
rect. It was an accounting advisor. 

Q How did you learn that the Drexel group had 
retained accounting advisors? 

A I am not too sure whether I learned it after 
the fact, after the underwriting itself. I just can't 
recall. I think it was after the underwriting. 

Q Did you ever ask to see the reports that the 
accounting ndvisors had prepared? 

A No. 

Q Do you Inow if your attorneys, Mr. Zimmerman 
or Mr. Bennett, were aware of the function of the 
accounting advisors? 

A To my knowledge, they weren't aware at all. 

Q During the course of the IOS secondary offer- 
ing, were you shown any correspondence with the SEC 


pertaining to IOS? 


A Pertaining to IOS or pertaining to the IOS 


underwriting? 


Q Well, first pertaining to IOS. 
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at the top, I am sure. 


Q Did you see any letters from Shearman & 
Sterling to the SEC pertaining to the IOS underwriting 


in 1969? 


6 | A No. As a matter of fact, I didn’t even know 

’ | who Shearman & Sterling was. | 

6 | Q Did your lawyers, Zimmerman & Winters, ever | 

et discuss with you in 1969, problems with the SEC per- | 

- taining to the IOS underwriting? 

A I don't think so, up to the point, and I am 

: still not sure I understand it fully--this business that 
" happened two or three days before the underwriting. I | 
‘4 | am not sure I even understand it, because the position | 
- | of the reguletory bodies in Canada, that it was a Cana- 

; : dian underwriting, had nothing to do with anything that | 
1 ; | 
. | may or may not be done by the SEC, outside the juris- 
F diction of the Canadian regulatory bodies. : 
sd Q Did you ever meet Mr. Stammer or Mr. Haft? | 

| A Yes, I met Mr. Stammer once; I met Mr. Haft 
20 | 
on several occasions. | 

Q When did you meet Mr. Stammer? | 
i A I met him with Mr. Haft in Mr. Haft's office | | 
‘ 
i in New York in the first part of 1968, as I recall. 


Q What was the purpose of that meeting? 


RAT 
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Q Do you know a Mr. Kingston in Toronto in 
connecticn with the I0S offering? 

A Mr. Kingston? No, I am sorry. 

Q Mr. Grest? 

A No, the name doesn't-- 

Q Whet was the IOS blue book? 

A As I recall, this was a book put together by 
Arthur Andersen, describing what IOS, Ltd. was. 

And the only reason for the phrase "blue 
book" was what we referred to in Canada as the descrip- 
tion of the company. In fact, it wasn't blue, as I 
recall. 

Q Now, Mr. Murphy in hi: deposition testified 
on pege 15, lines 19 and 20, he said "I talked once 
with Mr. Howe of Crang & Company in Canada." 

Do you recall any conversation between your- 
self and Mr. Murphy in 1969? 

A Well, as I previously stated, no, I didn't 
recall any conversation. I recall receiving informa- 
tion second-hand from either Bill Zimmerman or Gilbert 
Bennett of Zimmerman & Winters. 

Q Was Zimmerman & Winters also the attorner 
for IOS in Canada-- 


A That's correct. 


— 
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Q (continuing)-- to the best of your knowledge? 
A That’s correct. 


Q I may be finished in a very few minutes. 
Who printed the stock certificates? 

A Canadian, to the best of my knowledge it 
was the Canadian Bank Note Company in Montreal. 

Q Who is the printer, who printed the prospec~ 
tus? 

A The prospectus, the Canadian prospectus was 
done at Atwell Fleming, Toronto, Canada. 

Q Is the Canadian Bank Note Company, did it 
also, to your knowledge, print the certificates in the 
other offerings? 


A I don't have any knowledge of that. 


Q Did you have a timetable prepared for the 
offering? 
A What do you mean by a timetable? 


Q An underwriter's timetable in which you list- 
ed various events that you hoped would occur in a 
particular period of time. 

A We didn't have a formal timetable. 

Q Did you have an informal one? 

4 Could I finish the question? 


Q I am sorry. 
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A The reason for that is because you are deal- 


ing with eleven regulatory bodies, so your tiwetable 


is meaningless. So, because you are deaiing with 
eleven regulatory bodies in clearing the prospectus-- 

Q Did you prepare such a timetable? 

A In my head, yes. 

But not in writing? 
No. 

Q Were you asked by Mr. Cowett when you 
thought your registration would clear? 

A 

Q And what did you tell him? 

A I told him we couldn't, we couldn't be defini-~ 
tive about it. I think I mentioned that under normal 
circumstances, it takes from three to four weeks to 
clear an issue in Canada. 

Q Did it clear each of the provinces at the 
same time? 

A No. 

Q Was the registration submitted to each of the 
provinces at the same time? 

A To my knowledge, yes. 

Q Were you familiar with IOS' investment in 


Commonwealth United in 1969? 
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A No, I was not aware of that prior to the 
crisis. 
Q Was payment made for the shares sold in the 


Canadian offering in U. S. dollars? 

h I would have to refer to the underwriting 
agreement. The offering was made in Canadian dollars; 
I would assume that we would have closed in Canadian 
dollars, because the underwriter then would have had 
to change the funds from Canadian to American in order 
to close, and I don't think he would have let us close 
that way. I would assume, I would have to read the 
underwriting agreement, but I would assume it closed in 
Canadian dollars. 

Q Did you have a closing memorandum? Did you 
prepare one? 

A What is a closing memorandum? Our auditors 
went to the closing with a closing agenda that called 
for certain documents to be put on the table, yes, if 
that is what you mean. 


Q You did have a closing agenda? 


MR. SILVERMAN: Mr. Phillips, I call 
for the production of the closing agenda. 


MR. PHILLIPS: I will consider it, 


Howe 
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citizens-- | 
2 Ba 
Q Did Mr, McCann reflect whether he has any 
‘ knowledge of Americans purchasirg in Canada, residing | 
4 
‘ 4 : in Canada? | 
: | A No. | 
. | Q And your records would simply indicate that | 
, | nobody resident in America purchased the Canadian securi-| 
. ties, but they wouldn't indicate whether U. S. citizens ; 
, residing in Canada purchased it? | 
” | A Our records would show the name, the aadress | * 
" | of the persons purchasing the s“ares. | 
as : I think I have got to elaborate on this. Cur | 
” H Jicense as a broker in Ontario allows us to distribute | 
re | tc any resident of the province of Ontario, whatever | 
- | his color, creed, etcetera, is. We had several dis- | 
” | cussions with the Ontario Securities Commission, be- 
wi cause of the provision in the underwriting agreement 
that we were not to knowingly sell to a U. S. citizen, | | ? 
a wherever resident. This was discussed with all the | } 
- members of the backing group. | | 
-" We ende--sored to get our own people to ask 
- the person, which was not quite legal, because I don't | | 
+ | think you are supposed to ask them their religion or t | r 


their nationality in Ontario. And all the--we did 


_ 
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everything possible to make sure that a U. S. citizen 
was not knowingly sola shares in the secondary. 
But I can't state categorically that a U. S. | 
citizen resident in the Province of Ontario or any | 
Q How about in the after market, were their | 

sales restricted in the after market? 


A No, we have no control over that, whatsoever. 
MR. SILVERMAN: I think that is all 


I have. Thank you. 


Anybody else? 


| 

| 

other province didn't purchase. 
| 

} 

| 

(Time noted, 12:15 p.m.) 
| 

| 

| 

| 

| 
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